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ISRAEL 


PAPER REPORTS ON CONCLUSIONS OF BEJSKY REPORT 


Jerusalem THE LSRAEL ECONOMIST in English No 42, May 86 pp 11-13 


[Article by Pinhas Landau] 


[Text] 


The “regulation’’ was actually a 
manifold system of ramitications and 
implications that the banks developed for 
the cultivation of artificial share rates. 
It was up to the commission to determine 
and detail all the measures exercised by 
the banks within the framework of the 
regulation. These measures were often 
implemented through the exploitation of 
their standing in the financial sphere and 
desnite sharp conflicts of interes*. 


The main conclusion to be drawn 
from the report is that full enforcement 
of the existing law could have prevented 
the regulation. It was not a lack of 
restraining legislation that permitted the 
regulation but rather the violation of 
existing legislation by the banks. The 
chief recommendation therefore relates 
to implementation, not legislation, An at- 
mosphere needs to be created in which 
deviation from the law will be considered 
impossible, and not only because of the 
watchful eye of the judicial authorities. 
Internal enforcement organs must be 
strengthened, and the external bodies 
arranging rules for fair trade in the stock 
exchange must fulfill their task without 
compromise. 


The regulation ot the bank shares 
violated the law, undermined the banks’ 
stability, damaged the economy, and 
ended in an unprecedented business 
failure for the banks. Yet no one in- 
volved assumed responsibility for what 
took place, and the bank directors 
continued to hold their positions even 
after the collapse, as though nothing had 
happened. We believe that this absence 
of a system of reward and punishment ts 
no less grave than the crisis itself. 





bar-reaching changes are required in 
every bank's conception and execution 
of both its roles within the financial and 
economic system and its responsibilities 
to the public and the oversceing bodics. 


Persons notified under Paragraph 15 
of the Commissions of Inquiry Law 


The regulation activity of Bank 
Leumi and Union Bank was implemented 
under the leadership of Ernest Japhet. 
Japhet had a special and senior standing 
in the banking system, and he also has 
considerable influence on the country’s 
economy. By virtue of his position he 
was directly involved in everything 
relating to the regulation, from. setting 
policy and determining means of financ- 
ing to issuing directives to officers and 
branches regarding means of upgrading 
the marketing of the shares. Japhet’s 
stand against cessation of the regulation 
had a major influence on other banks, 
which refused to stop as well. In view of 
the findings and circumstances detailed in 
this report, Japhet is not fit to continue 
in his positions in Bank Leumi and Union 
Bank or in any other senior post in the 
Isracli banking system and its branches in 
Isracl or abroad. 

Ephraim Reiner was, tor part of the 
period, at the head of the management 
pyramid of Bank Hapoalim, and in the 
rest of the period he held central positions. 
ven post factum, Reiner believes that 
the objective of raising capital that the 
bank sought to achieve via the regulation 
is a fitting public goal, and therefore the 
means and measures used to attain it 
should not be condemned. 

Regulation activity was executed un- 
der the leadership of Raphacl Recanati, 
general manager of Israel Discount Bank. 
Recanati is not fit to continue in his 
positions in Discount Bank and IDB or in 
any other senior position in the Isracli 
banking system and its branches in Israel 

















or abroad. I he does not resign within 30 
days from the submission of this report, 
he should be dealt with as_ stipulated 
below. He should be removed from his 
IDB position by the authorized body 
within the concern, 


The regulation activity of Mizrahi 
Bank was executed, from start to finish, 
under the leadership of Aharon Merr. 
We did not disregard the fact that it was 
Mizrahi Bank that unilaterally ceased 
regulating its shares temporarily. How 
ever, with the exception of that: period, 
all the {laws and irregularities that charac- 
terized the regulation were apparent in 
that bank. Meir’s responsibility is more 
acute because in meetings of the Bank's 
board of directors opposition to the 
regulation) was occasionally voiced, as 
were dire warnings about its consequences. 
Meir did not heed these warnings. In 
addition, we found in Mizrahi Bank imn- 
proprictics graver than those in other 
banks. Our conclusion is that Meir is not 
fit to continue in his present position or 
in any other senior Mizrahi Bank position 
or in any senior position in the Isracli 


banking system and its branches in Israel 
or abroad. 


We recommend that if these bank 
directors do not resign within 30 days 
from the submission of this report, they 
be removed from their position by the 
authorized body within the bank within 
an additional 30 days. Failing this, we 
sugvest that the Bank of Israel governor in 
office at that time immediately appoint 
another director to run the bank. We also 
advocate an amendment to Paragraph 8d 
of the Banking Ordinance, which would 
authorize the governor of the Bank of 
Isracl to remove permanently from office 
a board member or business manager. 


Dr. Moshe Mandelbaum was appointed 
Bank of Isracl governor in January 1982, 
having previously served as deputy gov- 
crnor since September L981. We found 
that personal responsibility devolves upon 
Dr. Mandelbaum for acts and tatlures 
detailed in the relevant chapter in this 
report. We do not disregard the fact that 
wheu Dr. Mandelbaum was appointed to 
his position the regulation was already in 
progress. Yet for over two years the 
governor stood idly by despite occurrences 
and warnings that required initiative and 
vigorous action to climinate a= most 
bothersome phenomenon that distorted 
the capital market and the proper fune 
tioning of the banks and interfered with 
the maintenance of a planned and fitting 
monctary policy. We are aware of the 
governor's apprehensions over the con 
sequences of the Bank of Isracl’s inter 
vention, but the absence of basic action 


only aggravated the problem and increased 
the damage. Dr. Mandelbaum did not act 
like agovernor of the Bank of Isracl, who ts 
charged inter alia with the guidance of 
the banking system and the supervision of 
b xing associations via the controller, 
and who advises the government: on 
currency and other economic matters 

Yigal Hurvitz served as Finance 
Minister from November 1979 to January 
1981. In this period, the regulation al 
ready had ramifications inmany directions, 
but its evolution could have been cur 
tailed without serious damage resulting. 
Although Ulurvitz was aware of the 
regulation, he says he did not grasp its 
seriousness. He made do with the com. 
ments of the commissioner of the capital 
market in the Treasury, who told him 
that the matter was being handled by 
other authorities. Hurvitz did not bother 
to clarify the scope and gravity of the 


problem, or whether its handling by those 
other authorities was sufficient and 
effective. Such examinations and the 
gathering of basic data were necessitated 
because the regulation was already 
causing problems at the microeconomic 
level. We do not accept the contention 
that as long as the matter was not brought 
before him he did not have to act. Not 
only does the very awareness of a prob- 
lem at the microeconomic level require 
action by the Finance Minister, but he 
also bears responsibility for the flawed 
organization of his ministry if matters are 
not dealt with or brought before him. 

Yoram Artdor served as” Finance 
Minister from January 1981) until the 
shares crisis in October 1983. As regards- 
the period from January to September 
1981, what was said above about Hurvitz 
applies also to him. As regards the sub- 
sequent period, even if we accepted 
Aridor’s position that he cannot be held 
responsible for the fact that the matter 
was not dealt with before he was made 
aware of its seriousness in September 
OBL, he is to blame for the lack of 
attempts to solve the problem in the 
following two ycars, including the organ. 
izational defects as detailed in this 
report, Even when the full impact of the 
regulation and its attendant dangers were 
made manifest to him, he continued to 
submit to the banks and did not force 
them to cease. 

We do not disregard the fact that when 
Aridor took olfice the regulation was 
already under way and it would have 

















been difficult to deal with the issue 
without generating a crisis. Hlowever, wel 
cannot accept his stand that this justifies 
his failure to take effective measures 
over such a lengthy period. When the 
Ocrober 1983 crisis arrived, the Finance 
Ministry had no plan for coping with an 
affliction that had been foreseen. The 
Finance Minister operated amidst rumors 
of withdrawals from PATLAM (dollar- 
linked) accounts without taking the 
trouble to verify them. 

As regards the regulation, Aridor did 
not fullill his obligation as Finance 
Minister, and he bears full responsibility 
for his failures. Aridor resigned as Finance 
Minister. 


How banks financed the 
“regulation” 


From the beginning of the process 
of share-price regulation — ard after- 
wards, with various respites — the banks 
were under severe pressure to purchase 
shares being sold off. 

This required — significant financial 
resources. Thus, the banks exploited the 
methods and influence available to them. 
They took advantage of their standing in 
the credit field to further their goals. But 
credit was but one clement — albeit an 
Important one in the wide-ranging 
campaign that funnelled large amounts of 
moncy into the purchase of bank paper. 
The farther the prices of these issues were 
boosted above their market value, the 


more severe the crisis became after the 
regulation of prices stopped. 

Krom the vast amount of material 
we accumulated, it is clear that most of 
the banks not only regulated their own 
shares but also influenced the prices of 
other shares connected with their banks. 
But propping up other shares also re- 
quired financing. The evidence before us 
indicates that these funds also came from 
the banks’ own resources. This additional 
involvement also had the potential to 
undermine the banks’ stability in the 
event of a drop in share prices caused by 
a crisis in the capital market. 

That the regulation of share prices 
was financed mainly by the banks or 
through them = raiscs a_ troublesome 
question. How did a financial burden of 
hundreds of millions of dollars escape 
the attention of the various supervisory 
bodies, primarily the Bank of Israel and 
the Examiner of Banks? The burden of 
financing the regulation could have 
threatened the banks’ stability, but we 
did not find that the authoritics took 
this possibility into account. 





Another aspect of the regulation 
is reflected in the banks’ balance sheets. 
The balance sheets did not indicate that 
the banks had guaraniced or were other- 
wise responsible for the loans taken out 
by the regulated companics. This evasion 
of their obligation to disclose these and 
other activities in their financial state- 
ments is but one component of their 
policy of concecalihg anything to do with 
the regulation. ® 


The Bejski Report: What It Said, 
What It Means, and What Might 
Happen Next 


The Bejski report — or more properly, 
the report of the Bejski Commission of 
Inquiry into the Collapse of the Bank 
Shares in October 1983 — is big cnough 
and important enough to merit the 
attention it has received. That basic fact 
is noteworthy because inevitably many 
people, alter absorbing what they feel is a 
surfeit on any given topic, tend to switch 
off. 

But for the capital markets, which are 
aguably the most problematic area of 
the cconomy, there can be no such 
escape. Hlowever short) the attention 
span of the general public and the Knesset 
may be, whenever their attention swings 
back to the markets, the issues and 
possible solutions raiscd in the Bejski 
report will remain. In fact, had they been 
dealt with three, six, or ten years ago, 
there would have been no bank-share crash 
and no report. Conversely, if they con- 
tinuc to be swept under the ru, in the hope 
that they will somchow disappear, they 
will evertually re-cmerge to precipitate 
even worse crises. 

There is general agreement, except 
among the parties directly in the report's 
line of fire, that the commission did a 
very good job indecd. It amassed and 
collated huge quantitics of material, 
including 50,000 documents and 1,000 
casscttes of taped hearings, and succeeded 
in painting the “big picture’’. It also 
analyzed the arguments and counter- 
arguinents of the various people and 
institutions involved in the “regulation” 
saga, and sifted from them its own 
clear cut conclusions. 

Before zooming in on the last 10% of 
the report, which contains the personal 
recommendations that have captured the 
headlines as well as numcrous institutional, 
legal and regulatory proposals, it is worth 
summarizing however bricfly — the 
preceding 90%. 














The commission and its mission 


The commission was appointed by the 
Knessct’s State Control Committce in the 
wake of the uproar that followed the 
publication on December 31, 1984, 
of the state comptroller’s special report 
on the October 1983 bank-share col- 
lapse. Since the state comptrolier’s 
domain is limited to government minis. 
trics and state agencies, he could not 
thoroughly examine the roles of the 
commercial banks and the Tel Aviv Stock 
Exchange, crucial though they obviously 
were to the development and denouc- 
ment of the bank-share “regulation” 
(which the comptroller himself consis- 


tently called ‘“‘manipulative’’). In his 
summary, state comptroller Yitzhak 
Tunik virtually demanded the establish- 
ment of an official commission of inquiry 
to complete the job he had begun. Within 
a month, the commission had indeed 
been appointed. 


Supreme Court Justice Moshe Bejski 
was appointed chairman by the president 
of the Supreme Court, in line with the 
laws governing state commissions of in- 
quiry. Alongside him were Jerusalem 
district-court judge Vardimus Zyler; the 
former dean of Tel Aviv University’s 
law faculty, Prof. Daniel Friedman; 
Prof, Ze'ev Hirsch of Tel Aviv University’s 
Business School; and Prof. Marshall 
Sarnat of the Hebrew University’s eco- 
nomics faculty. Each commission mem. 
ber contributed his expertise, providing 
the necessary interdisciplinary approach. 


The commission's bricf was to “ex- 
amine all the facts and factors that 
brought about the regulation of the 
bank shares, from the beginning of the 
regulation until the crisis in these shares 
that occurred in October 1983." The 
resulting report took 15 months to 
prepare, including public hearings, private 
depositions of evidence and questioning, 
and untold hours of research and cross- 
referencing. 

Whose fault is it, anyway? 

Fully half of the report is a com- 
prehensive examination of the role of the 
banks. At the very outset, this section 
States uncquivocally that the banks alone 
invented and developed the system of 
controlling their share prices. But what 
about the Treasury, the Bank of Isracl, 
the Securities Authority and the Stock 
Exchange? Were they not guilty, too? 

To this the commission provides a 
two-part answer. Yes, they were indeed 
guilty of not fulfilling their functions. 
But their sins were primarily of omission. 
They failed to do what they were set up 
to do and should have done. The banks, 





however, broke numerous laws, regu 
lations and directives, perverted — the 
markets, and abused their power and 
status, all to make the “regulation” 
work. 

The report analyzes all the banks’ 
actions exhaustively. The use of affili 
ates and firms belonging to the concerns 
of which each bank was part such as 
Hevrat Ha’ovdim for Hapoalim, the 
rcligious-kibbutz movement for Mizrahi, 
and so on — is detailed; the expansion of 
this system to include overseas branches 
and “straw companics”’ is revealed 
properly for the first time. 

Almost every department in the banks 
was employed in the “‘regulation” system. 
The investment counselors, both at the 
head offices and in the branches, pushed 
the purchase of their bank's shares 
remorsclessly, often cynically disregard 
ing their clicnts’ best interests. Credit 
allocation frequently depended, implicitly 
or explicitly, on whether the debtor held 
bank shares, which were themselves used 
as full collateral despite their bloated 
value. Perhaps most shocking from the 
customers’ point of view was the ruthless 
exploitation of the mutual funds and 
provident funds managed by the banks on 
a trustee basis as instrumenis to encourage 
the purchase of bank shares in order to 
keep their prices moving upward even 
when natural market forces would have 
pushed them down. 


But for professional observers, even 
those who thought they were reasonably 
well-informed about the “regulation” 
and how it worked, the most remarkable 
part of the report is its merciless exposure 
of how bank management consistently 
sought to prevent any leaks about the 
“regulation”. Even its own staff members 
were apparently blissfully ignorant of 
what was really going on. 

Thus, the revelation that banks Leumi 
and Discount systematically falsified then 
balance sheets by swapping shares be 
tween themsclves thereby concealing 
that they were repurchasing large chunks 
of their own capital came as a severe 
shock. That these banks’ accountants 
turned a blind eye to these goings-on 
and insisted to the commission that they 
were unaware indeed, could not have 
been aware of the truth only shows 
how far the net of corruption widened as 
the “regulation’’ progressed, trapping 


more and more people in it. 

These revelations, all impeccably 
backed-up with documents, testimony 
and other evidence, led the commission 
to reject forcefully the counter-argu- 
ments put forward by the bankers and 
their attorneys to justify the “regulation”, 
The macro-economic background and the 
specific requirements of the banking 
industry could not excuse illegalities. 
breaches of trust, and poor management, 

















After Bejski 

The commission's call for the resig- 
nation within 30 days of the top execu- 
tives in banks Leuiat, Hapoalim, Discount 
and Mizrahi, as well as that of the gover- 
nor of the Bank of Israel, and its recom- 
mendation that they not be employed 
elsewhere in the Isracli banking system 
(except Giora Gazit of Hapoalim), were 
criticized as unduly harsh, particularly 
compared to the report’s treatment of 
politicians and senior civil servants. But in 
light of the report's first 22 chapters, 
Chapter 23 is eminently reasonable. 

At this wnting, not everyone whose 
resignations were demanded has com- 
plicd, but it seems certain that they will 
do so in the end. In that respect alonc, 
the commission has changed some very 
fundamental realities in the Israeli econ- 
omy. Post-Bejski, the concepts of man- 
agerial , accountability and_ directorial 
responsibility for corporate management 
have become meaningful in Israeli busi- 
ness life for perhaps the first time. 
Giora Gazit’s complaint that the com- 
mission was establishing ‘‘retroactive 
norms” is not unfounded. The issue, 
though, is why those norms weren't 
established hitherto. 


The roles of external accountants and 
internal auditors have now been brought 
under public scrutiny as well. The crimes 
and misdemeanors of bankers and ac- 
countants have been passed on t the 
attorney-gencral, and he or his successor 
must decide whether criminal proceedings 
are warranted and against whom. Thus, 
the fallout from the Bejski commission’s 
report should continue for a long time. 


From the banking industry’s point 
of view, the impact of the report will 
not be limited to the removal of top 
officials in one fell swoop. Pressures 
for fundamental changes in the system 
have been mounting, and only with the 
report’s publication have they found an 
outlet. The Gabbai Committee’s report 
on capital-market reforms was published 
last August. The series of directives from 
Examiner of Banks Galia Maor in recent 
months also involves significant changes 
in arcas the commission dealt with, such 
as directors, accountants, and lending 
policy. The debate over these reforms will 
be examined more closely in a subsequent 
article. 
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The banking system that rose during 
the inflationary 1970s and fell in October 
1983 is now too big and cumbersome. 
It is, in fact, expensive, inefficient and 
irrelevant. It is up to the heirs to the top 
bank-management slots to try, however 
belatedly and despite the huge problems 
they have inherited, to correct that 
Situation, ® 

As we went to press, Ernest Japhet’ 
resigned from Bank Leumi and his 
duties were split between Eli Hurvitz 
(non-executive chairman of the board 
of directors) and Mordechai Einhorn 
(chief executive officer), and Aharon 
Meir resigned as general manager of 
United Mizrahi Bank. Yet Japhet may 
become Leumi’s_international-oper- 
ations manager, and Meir will head the 
economic section of the National 
Religious Party, the ultimate owner of 
Mizrahi. 

At Bank Discount, the 30-day resig- 
nation period passed without action by’ 
managing director Raphael Recanati. 
At Bank Hapoalim, Amiram Sivan 
replaced Giora Gazit, who has been 
nominated as chairman of the board of 
directors of Clal Investments Lta., 
while Ephraim Reiner resigned as 





ES 


| president and chairman of Ampal, the 


Bank Hapoalim investment subsidiary. 


ISRAEL 


WEST BANK DATA PROJECT DIRECTOR REPORTS ON RESULTS 
Jerusalem THE ISRAEL ECONOMIST in English No 42, May 86 p 38 


[Text] is 36 ycars old. Native Israclis constitute 





Meron Benvenisti, director of the West 
Bank Data-Base Project (a private research 
organization), recently presented his 
1984-85 development report. The report 
notes that a high rate of natural popula- 
tion increase (31 per 1,000 in 1984) and 
a drop in net emigration to about 3,000 
annually has led to a 32% population 
growth in the West Bank since 1967, to 
787,000 at end-1984 (or 767,300 accord- 
ing to government sources). In what was 
Mandatory Palestine, the Jewish majority 
has dropped steadily from 65% in 1969 
to 63% in 1984, and Benvenisti expects a 
further decline to 58% by the year 2000. 
By April 1985, Israeli authorities had 
gained control over 52% of the 4.3 
million dunams of land in the West 
Bank. According to Benvenisti, Israel’s 
economic benefits from current policy 
include 51,000 inexpensive workers (one- 
third of the West Bank’s total labor 
force), a protected market for local 
goods, duty collection on imports passing 
through Isracli ports, and $50 million 
annually from VAT on made-in-Israel 
goods, 

On the question of Jewish settlements, 
the report states that in 1985 the World 
Zionist Organization’s expenditure per 
family came to about $165,000 in the 
Jordan Valley and about $80,000 in 
community settlements. Last year most 
of the 9,400-scttler increase (to 52,000) 
— about 60% of the previous year’s 
growth — occurred in the 15 settlements 
around Jcrusalem and in the northeast 
part of the Tel Aviv metropolis. 

The average family size in the scttle- 
ments is 4.7 people, and the average scttler 


63.1% of these settlers, with 22.4% of the 
rest European- or American-born and 
13.8% Asian- or African-born. In over 
two-thirds of the families, the husband 
and wife both work outside the home. 
Seventy-four percent of the settlers are 
employed in “‘public services’’, 13.2% in 
industry, and 1.5% in agriculture. About 
79% of these breadwinners work outside 
their settlement: some 62% travel into 
the nearest big city and 17% commute to 
another West Bank settlement. About 
three-quarters are salaried employees and 
approximatcly 12.5% are self-employed. 
Fifty-three percent have post-sccondary 
education. 

Of the entire female population in the 
community settlements, 65% are salaried 
employees (compared to 47% of Jewish 
women with three children nationally), 
and of this group 93% work in “public 
serviccs’’ in either the settlement itsclf 
or the immediate vicinity. 

The budgetary resources enabling the 
settlers to command this economic and 
political power are not limited to the 


World Zionist Organization. They are 
channeled to the settlements directly 
from government budgets. Ministry of 
Interior data (which treat the local and 
regional councils in the territorics as an 
integral part of the Isracli local govern- 
ment system) stress the priority awarded 
settlements in the area. 

Government participation in local 
government budgets in 1983 amounted, 
per capita, to: Aricl $237, Kiryat 
Arba — $260, and Ma’‘aleh Adumim — 
$145. 

Standards of services, as reflected in 
the Jocal authorities’ budgetary outlays, 
reveal wide disparitics between Jewish 
and Arab settlements within the same 
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arca on the West Bank. Total municipal 
outlays per capita were: Kiryat Arba 
$260, IIchron — $54, the Jenin district 
(military government) — $12, the Samaria 
regional council — $568, the Match 
Binyamin regional council $406, and 
the Ramallah district (military govern- 
ment)- $850.8 


+ * * 


Separatcly, Knesset member Mattitya- 
hu Peled said that the authoritics were 
settling [Ethiopian immigrants in_ the 
administered areas in increasing numbers, 
even though they had promised the US 
government, at Washington's request, that 
these immigrants would be scttled solely 
within the Green Line. Peled revealed 
that 51 of the 60 families in the Kiryat 
Arba immigrant absorption centcr are 
from Ethiopia, and another 29 Ethiopian 
families were recently assigned permanent 
housing clsewhere in the tcrritories. Peled 
added that the decision to send the 
Ethiopian Jews to Kiryat Arba followed 
heavy pressure by Gush kmunim. 











'KOL ISRAEL’ 


RADIO SERVICE OUTLINED 


ISRAEL 


Jerusalem ISRAEL SCENE in English No 7, Jul 86 pp 16-17 


[Article by Audrey Galex] 


[Text ] 


he office of Kol Israel Interna- 
tional is often the second stop 
Soviet Jewish immigrants 
make upon arriving tn Israel. 
The first is the Western Wall. 

“They come to us to say thank vou tor 
vour voices explained Victor Grayevskt, 
Director of Kol [sract International, 

In the Soviet Union, an estimated four 
million Jewish and non-Jewish listeners 
tune inat least once a week to Kol Isracl 
which has been credited with spearhead- 
ing the Soviet Jewry movement. For Jews 
nother parts of the world. particularly 
North America and Europe, Kol Isracl 
provides a living link with Israel. 

Kol Israel's external programming 
started modestly but has grown into one 
of the ten largest radio transmisstons i 
the world. Inaugurated in 1948 as “The 
Voice of Zion to the Diaspora.” it carried 
1S-minute broadcasts in’ Yiddish, French 
and English. Until 1965, the transmis- 
sions were administered by the Jewish 
Agency. 

With the passage of the Broadeasting 
Authority Law overseas broadcasting 
like its internal counterpart — was brought 
under the purisdiction of the Israel Broad- 
casting Authority. 

Currently, with a staff of close to 100, 
Kol Isracl International broadcasts 
around the world in 17 languages. These 
include English, French, Russtan, 
Moghrabi, Hebrew, easy Hebrew, Span- 
ish, Portuguese, Ladino, Bukharan, 
Georgian, Hungarian, Romanian, 
Amharic. Yiddish, Persian and Arabic. 

Because of growing concern over ant 
Semitism and anti-Zionism ino Europe, 
Kol Isracl ts considering expanding tts 
overseas broadcasts within the next vear 
to include programs in German, Ttalian, 
Turkish, Greek and) Scandinavian. tn 


addition to reaching more European Jew- 
ish communities, the station hopes these 
broadcasts will serve to counter anti 
Semitic propaganda by providing more 
information to non-Jews about Judaism 
and Isracl 

The expanded service ts also intended 
to further promote the cause of Sovict 
Jewish emigration 

Broadcasts to the Soviet Unton began 
mn 19SS with TS-minute day Russian 
news and feature reports. Grajyevskt ere- 
dits these programs with raring Jewish 
consctousness and spurring the Soviet 
Jewry movement. For years, Avital 
Shcharansky used Kol Istacl’s broadcasts 
to mobilize support for the release of het 
husband, retusentk Anatoly Sheharans- 
ky. When he was finally freed a few 
months ago. his arrival to) Israel was 
broadcast live by the network to many 
countries including the Soviet Union, 

Currently, six-hour datly transmissions 
to the USSR are provided in Russian, 
Yiddish, Hebrew, Bukharan, Georgian 
and English. In addition to news bulletins 
and features, the programs enable Esractes 
to dedicate songs to Soviet frends and 
relatives. The tdea ts to avoid anti-Soviet 
and anti-Communist polemic and to focus 
on reports that emphasize to Soviet Jews 
that they are not alone. Stull, many who 
listen to Kol Tsrach and other foreign 
broadcasts do so mn hiding, says the diree- 
tor of the Jerusalem Soviet Jewry In- 
formation Center. Yurt Stern, who left 
Moscow in J98t. Transmission interfer- 
ence by Soviet authorities is a constant 
threat so important stories are usually 
broadcast first in case the transmisston ts 
later yammed, explamed Aharon 
Ormian, director of broadcasts to the 
Soviet Union. 


Kol Isracts Arabic broadcasts are 
aimed at shattering myths about Jews and 
about Israel's intentions in the Middle 
feast. 














“We have amodest goal.” said political 
analyst Shaul Menashe, an Arabtec service 
commentator, “We want to be 
accepted.” 

Keach U8-hour daily Arabie broadcast 
opens with a Koran recitation. [ts news 
and features are apparently popular fare 
for listeners trom North Africa to the 
Gull States. According to a recent British 
survey. Kol Isract ranks second to Radto 
Monte Carlo as the station Arabte speak- 
ers prefer. said Arnon Gross, a political 


reporter with the Arabic service. 

According to the poll, Arab listeners 
choose Kol Isracl because of the reliabil- 
itv of the news and because of then 
interest in hearing about Israel from an 
Israch viewport, 

Since there ts no direct mail service 
between Tsrach and any other Arab coun- 
try except Egypt, listeners often contact 
Kol Israel through a post office box in 
Geneva in order to seek medical advice 
(see p. 32) or request specific musical 
pieces banned in their own countries. 

As for the Christian world, the station’s 
English-language award-winning show 
“In the Holy Land.” which explores 
Christian life in’ Israel. is broadcast: to 
hundreds of stations worldwide through 
Kol Isract’s transcription service. 

In addition to providing news of Israel 
to the outside world, some of Kol [sracl’s 
multilingual programs are intended for 
those who live in the country. Broadcasts 
in the mother tongue of new immigrants 
help ease ther integration into Tsrach 
society. For example. one weekly English 


program on consumer issues recently fo- 
cused on the rights of home-buvers 
“Knowledge is power.” contends Idele 
Ross, the show's producer. 

The languages broadcast change 
according to fluctuations in aliya. Polish 
broadcasts stopped in 1960 when Polish 
immigration ended, while Spanish broad- 
casts began in 1984, following an upsurge 
in aliyah from South America. Most re- 
cently, Amharic, the language spoken by 
Ethiopians, was added after Operation 
Moses brought a large influx of Ethtopian 
Jews to the country last year. 

It is perhaps the more than 2000 pieces 
of mail received by the overseas depart- 
ment every month that best reflects the 
range of services Kol Isract’s internation- 
al broadcasts Kol [sract’s international 
broadcasts provide - froma manin Baku, 
Uzbekistan whose letter - in Hebrew 
applauds the station's musical tastes to a 
nurse stationed ino a remote northern 
Canadian village who says her sole con- 
nection with the Jewish world is Kol 


Israel, 15) 
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KOL ISRAEL'S 
ENGLISH 
RADIO SERVICE 
Effective 
May 4-September 7, 1986 


Israel Radio broadcasts in English & 
times daily, with the latest news from 
Israel and the Middle East, plus a 
variety Of programs on all aspects of 
life in Israel. Each broadcast opens 
with a 10 or 15 minute news bulletin. 


Please note broadcast times: 
(GMT/UTC): 23:00, 00:00, 
01:00, 04:00, 10:00, 17:00, 19:00, 
21:30 


Below are times and shortwave 
frequencies, listed by time zones. 


NORTH AMERICA 

(select your time zone) 
GMT EDT CDT MDT PDT 
23:00 7 p.m. Op.m. Sp.m. 4 p.m. 
00:00 & p.m. 7pom. 6p.m. S p.m. 
01:00 9 p.m. &p.m. 7 p.m. 6 p.m. 
04:00 00: p.m. 1 p.m. lO p.m. 9 p.m. 

on these frequencies: 

9860, 9435, 7410 KE Iz 

Y8O0, 9435, 7410 KEIz 

9435, 7410, S885 kHz 

13725, 11605, 9435, 9009 KHz 


UNITED KINGDOM & EUROPE 


UTC/GMT 
0400, 13725, 11960, 1160S, 
9435, 9009 kHz 
1000, 17565, 17815, 15640, 
13725 ki Iz 


1700, 13745, 11585, 9920 kHz 

1900, 13725, 12080, 11960, 
11605, 9435 kIIz 

2130, 13725, 12080, 11960, 
9860, 9435 kT Iz 


SOUTHERN AFRICA 
(UTC + 2 hours) 
9 p.m. (local S.A. Time) 
— 9OOY k Ez 


AUSTRALIA, NEW ZEALAND, 
SOUTHEAST ASIA 
(UTC + lO hours) 

2 p.m. (Melbourne Time) 

—- 17630 and 9435 kHz 
& p.m. (Melbourne Time) 

- 15650 kHz 


For complete schedule of 
all languages 
write to: 
English Service, Kol Israel 
P.O.B. 1082, Jerusalem 91010, Isracl 








KUWAIT 


ECONOMIC TALKS HELD WITH SOVIETS IN MOSCOW 
Kuwait Al-SIYASAH in Arabic 14 May 86 p 10 
[Article: "Kuwaiti Economic Talks in Moscow"] 


[Text] Talks were begun yesterday in Moscow between officials of the Soviet 
State Commission for Foreign Economic Relations and the Kuwaiti economic 
committee formed last February to follow up on economic, scientific, and 
technical cooperation between the two countries. 


The Kuwaiti economic delegation, formed of Husayn-al-Jasim, deputy chairman 
of the Petrochemical Industry Company's board of directors; Tawfiq 
al-Gharballi, deputy delegate member in charge of marketing affairs for the 
Petrochemical Industry Company; and Rudy Barudi, general director of Santa 
Fe Brown, arrived in Moscow 2 nights ago to follow up on matters concerning 
implementation of the economic protocol concluded between Kuwait and the 
Soviet Union during the visit of Shaykh 'Ali al-Khalifah al-'Adhabi, the 
Kuwaiti minister of oil and industry, to Moscow last February. 


In addition to the Kuwaiti delegation, 'Abd-al-Muhsin al-Du'ayj, the Kuwaiti 
ambassador to the Soviet Union, is taking part in the Soviet-Kuwaiti 
economic talks. 


The economic protocol provides for cooperation in building oil installations 
and other projects in Kuwait and the Soviet Union, in addition to building 
oil installations and economic development projects in other countries. 


The protocol also provides for cooperation in the banking sphere and in the 
exchange of oil and its petrochemical derivatives. 
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KUWAIT 


GOVERNMENT OPPOSES BILL TO WITHDRAW COURT'S INTERPRETIVE POWER 
Kuwait AL-SIYASAH in Arabic 9 May 86 p 3 


[Article: "In Memorandum on Proposal To Amend First Article of 
Constitutional Court Law, Government Says: Stripping Constitutional Court 
of Power of Interpretation Will Create Vacuum in Settling Disputes; 
Constitutional Court's Power Is Compatible with Its Jurisdiction and 
Achieves Desired Objectives of Bolstering Sound Constitutional System"] 


[Text] The National Assembly is scheduled to debate for the second time 
in its session next Tuesday the proposed bill to amend Article 1 of Law No 
14 of 1973 on the creation of the Constitutional Court, keeping in mind 
that the Assembly approved the bill in its first debate in the previous 
session. 


The Assembly has familiarized itself with the report of the Legislative and 
Legal Committee on the bill submitted by Ahmad al-Sa'dun, Hamad al-Jaw'an, 
Munayzil al-'Anzi, 'Abdailah al-Rumi, and Dr ‘Abdallah al-Nafisi to amend 
Article 1 of the law and with the bill proposed by Salih al-Fudalah, Dr 
Ya'qub Hayati, Mashari al-'Anjari, Khamis 'Uqab, and Hamad al-Jaw'an on a 
legislative interpretation of Article 1. The committee decided to study 
both bills together and to submit a single report on them. Deputy Ahmad 
Baqir, the committee rapporteur, said that the committee held four meetings 
to study the issue in the presence of Dr Jasim al-Khurafi, the minister of 
finance, Dr 'Abd-al-Rasul Ma'rifi, the director of the Interpretation 
Directorate, a number of advisers in the Interpretation Directorate and 
professors from Kuwait University. Deputy Baqir said that the attending 
committee members unanimously approved the two proposals in principle and 
adopted the first proposal because it serves the purpose, meets what is 
desired, and makes the second proposal dispensable. 


The government expressed its reservations on both proposals and submitted a 
memorandum pointing out the consequences emanating from this bill. The 
memorandum says: 


The proposal made seeks to abolish the Constitutional Court's power of 
interpreting the provisions of the constitution even though this 
jurisdiction is an advanced step made by the Kuwaiti constitution 
promulgated in 1963, one of the most modern constitutions in the world, and 
by the Constitutional Court law promulgated in 1973, one of the most modern 


11 





laws in the world on the creation of constitutional courts. This tendency 
is commendable because it gives the power to interpret the provisions of 
the constitution to the highest judicial authority in the state, an 
authority specializing in constitutional issues and the only constitutional 
authority that determines the constitutionality of the laws. If the power 
to determine constitutionality dictates, to start with, interpretation of 
the provisions of the constitution in a case submitted to the court to 
determine whether the law has violated the constitutional provisions or 
not, then it is axiomatic that the court should have the right to 
interpret, especially in issues that may be the subject of dispute between 
the government and the National Assembly or one of its committees so as to 
protect the laws and the parliamentary measures from being in violation of 
the constitution. 


It is well known that is better to obviate a mistake than to deal with it 
because when a law is promulgated or when a measure violating the 
constitution is adopted, harmful consequences may emanate from such a law 
Or measure until the issue is submitted to the Constitutional Court to 
determine the law's or measure's constitutionality. An example in this 
connection is the request for interpretation of the medical profession's 
secrets. Does not the judgement issued on this request safeguard the 
secrets of Kuwaiti families and patients? 


We should point out that it is the modern inclination of constitutional law 
professors that the constitutional courts' powers should include the power 
of interpretation. In this respect, Dr Shams Mirghani 'Ali says in his 
book, "The Constitutional Law" -- 1978 edition, pp 634-635 -- "we prefer 
that this right (binding interpretation) belong to the higher court until 
the Higher Constitutional Court Law is issued and assigns this right to this 
court exclusively." 


In its explanatory note, the Kuwaiti constitution entrusts the task of 
observation of the constitutionality of the laws and regulations to a 
special court in whose formation and procedures consideration is given to 
the nature of this major task and does not leave this task to the 
interpretation of each court independently in order not to give rise to 
conflicting opinions in interpreting the provisions of the constitution or 
to expose the laws and regulations to condemnation without studying the 
various viewpoints and considerations. 


It thus becomes evident that the constitution and its explanatory note seek 
to give the "power of interpretation of the constitution's provisions" to 
the Constitutional Court in its capacity as the highest judicial authority 
whose legal interpretation is binding on all, including those who demand an 
interpretation or any court. 


It is not the intention of the constitution or of the explanatory note to 
confine the power of interpretation to settling a dispute concerning the 
constitutionality of a law, or else such allocation of power would be 
purposeless and would even be in conflict with the provisions concerning 
interpretation contained in the explanatory note. It would have been 
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enough to talk of the constitutionally of the law and of the law's 
non-violation of the constitution. But this explanation and provision 
concerning interpretation in the explanatory note leave no place for doubt 
that the constitution means that the Constitutional] Court has the power of 
interpretation. 


The bills concerning the Constitutional Court -- both the bill submitted by 
the five deputies (Yusuf Khalid al-Mukhlid, Badr Dahi al'Ujayl, Muhammad 
Ahmad al-Rushayd, Jasim Isma'il al-Yasin, and Mubarak 'Abd-al] 'Aziz 
al-Hasawi) and the bill submitted by the govern ent -- were unanimous that 
the Constitutional Court should have the exclusive power to interpret. The 
explanatory note submitted by the deputies stated: "The most special of 
these guarantees is the presence of a constitutional court that voids any 
violation of the constitution and interprets the provisions of the 
constitution in a manner binding on the various courts and authorities." 
The explanatory note submitted by the government said: "Article 6 makes it 
clear that the interpretation of any of the constitution's provisions shall 
be done at the request of the Council of Ministers or of the National 
Assembly when the provision is the source of dispute between the government 
and the Assembly." Thus, the natural logic of the constitution's and its 
explanatory note's tendency regarding the Constitutional Court's powers is 
that this court should have the power to interpret the constitution's 
provisions. A law was actually issued in this connection in 1973 and no 
criticism has been voiced against this law by any expert or professor of 
constitutional jurisprudence or by anybody connected with the constitution 
and with constitutional issues. It is sufficient to point out in this 
regard Dr Ramzi al-Sha'ir book-- "The General Theory of Constitutional 
Law," 1983 edition, p 321--which asserts that the Constitutional Court's 
power of interpretation is in enactment of the constitution's explanatory 
note. According to Dr al-Sha'ir, the explanatory note "seek to establish 
the Constitutional Court as the authority to which the power of 
interpreting the vague provisions of the constitutional document is 
entrusted. This makes the court's interpretation binding on all the state 
authorities. It also eliminates any disagreement that may arise regarding 
the interpretation of a certain constitutional principle." 


The requests for interpretation presented to the Kuwaiti Constitutional 
Court from its creation to the present are two interpretation requests 
only: The first request concerning whether the names of patients may be 
revealed in answers to parliamentary questions -- a case in which the 
deputy raising the question accepted the court's judgement and withdrew his 
question--and the second request being the request submitted currently 
regarding draft laws. There is no doubt that the issuance of a legal 
interpretation by the court on this issue will eliminate embarrassment 

for both the government and the Assembly in any dispute, will strengthen 
the ties of cooperation between the legislative and executive branches, and 
will eliminate whatever disagreement may arise between them. 
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Gist of Memorandum 


It is concluded from the above that the Constitutional Court's power of 
interpreting the constitution's provisions is a power compatible with the 
Constitutional Court's jurisdiction and a power that serves the desired 
comes from the enactment of the constitution's explanatory note, has been 
supported by constitutional jurisprudence, and has not created any problems 
in practice. Rather, it is a power that helped settle the dispute in the 
issues submitted to the court. It is not right now, especially in the 
wake of this good procession in the court's wick, to strip this court of 
the power of interpretaticn and to backslide on the good steps made by 
Kuwait's constitutional system. 


The tendency adopted by the Kuwaiti legislator to give the power of 
interpretation of the constitution to the judiciary emanates from the 
principle of legitimacy of the state's actions, whetner in the relationship 
between the public authorities or in the relationship between these 
authorities and the citizens, so that the judiciary may be the guard and 
the guarantor insuring observation of the constitution's provisions when 
any disagreement arises over the interpretation of these provisions and so 
that the judiciary alone may have the power to interpret any ambiguity in 
the provisions in order to eliminate this ambiguity, to determine the 
legisiator's objective behind approving the provision, and to insure the 
unified application of the constitution. 


Moreover, stripping away the Constitutional Court's power of interpreting 
the constitutional provisions will create a vacuum as to the authority that 
settles any dispute in interpreting the constitution. This is the role 
currently performed by the Constitutional Court to insure that each 
authority stays within its limits, considering that the judiciary 
authority, headed by the Constitutional Court, is the guard protecting the 
basic rights within the framework of the principle of legitimacy. 


Submission of the proposed bill at this time when the Constitutional Court 

is being asked to interpret Article 65 of the constitution seeks in fact to 
prevent the court from examining this request. Consequently, the proposal 

swerves with the legislation from the spirit of the constitution because a 

piece of legislation by nature is a general and abstract rule and it is not 
right to issue legislation to deal fundamentally with a specific case. 


8494/127 81 
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KUWAIT 


ASSEMBLY MEMBERS DISAGREE ON CLOSED MEETING WITH GOVERNMENT 
Kuwait AL-SIYASAH in Arabic 13 May 86 p 1 


(Article: "Special Meeting Between National Assembly Speaker and Assembly 
Members: Broad Disagreement Among Members on Convening Closed Session 
Between Two Authorities"] 


[Text] A lengthy meeting was held yesterday between the National Assembly 
speaker and a large number of deputies in response to a call by the speaker 
for convening a special meeting to discuss the proposal made by 12 deputies 
to hold a closed evening session to be attended by the government. At the 
beginning of this week, deputies Faysal al-Duwaysh, Khalid al-'Ajran, Nasir 
al-Binay, Jasim al-'Awn, Khalaf al-'Anzi, Hamud al-Rumi, Hadi al-Huwaylah, 
Falah al-Hajraf, Sayyah Abu Shaybah, Munayzil al-'Anzi, and Du'ayj al-Jari 
proposed the convening of a secret evening session in which members of the 
legislative and executive branches meet and whose date is set according to 
specific coordination on agreement between the National Assembly speaker 
and his highness the crown prince and prime minister in order to reach an 
understanding and achieve cooperation for the safety of the constitutional 
procession, according to the said proposal. 


The deputies making the proposal justified their proposal on the basis of 
the current circumstances engulfing the relationship between the 
legislative and executive branches because of an unintentional 
misunderstanding resulting from problems generated by innocent 
coincidences, except for the interpretation that has engulfed the icsue 
with suspicions. These deputies believe that it has become essential to 
contain the apprehension existing between the two branches by convening a 
meeting for the two sides to exchange opinions and to reach an 
understanding in a tranquil atmosphere of amicability and frankness. 


A1-SIYASAH has learned from sources which participated in the special 
session that the proposal has been confronted with several fundamental 
viewpoints that threaten it with death in the crade, especially the 
viewpoint that sees nothing to dictate the convocation of such a session 
and believes that it is possible to discuss the various aspects of the 
relationship between the two branches openly and without the need for a 
closed session. A second viewpoint believes that the said proposal is 
futile because it does not define a specific topic for discussion and 
because there is no agenda for this session. Consequently, the session may 
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be attended by both sides without their finding anything that can be 
discussed. The third viewpoint expressing itself in the special meeting 
believes in approving the convocation of this session, provided that his 
highness the crown prince and prime minister attends it. 


AL-SIYASAH has also learned that the differing viewpoint on the proposal 
led to a heated debate between those supporting and those opposing the 
proposal, with some members supporting the proposal to withdraw from the 
meeting. This means the beginning of the proposal's death. Many expect 
further withdrawals, which means that it is left up to the National 
Assembly speaker to decide on the convocation of the desired session, 
especially since it requires approval by a parliamentary majority to be 
included in the National Assembly's agenda and to be given priority over 
the agenda's other items. 


On the other hand, the heated debate led to the withdrawal of Deputy Faysal 
al-Duwaysh from the meeting in protest against those opposing the proposal. 
He was followed shortly afterwards by Deputy Falah al-Hajraf. Deputy 
al-Duwaysh told AL-SIYASAH that the proposal is legai in accordance with 
the provisions of Article 72 of the bylaws and that it is now up to the 
National Assembly to make a decision on it in its official session. 
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KUWAIT 


BRIEFS 


RESIGNATION OF ARAB TEACHERS--'Abdallah al-Luqman, director of al-Ahmadi 
educational district, stated that the Ministry of Education is currently 
studying the idea of establishing special schools for Kuwaiti students who 
excel. He seid that the idea has been discussed by the Council of 
Undersecretaries and that it is expected to be tried in three model schools 
for the various educational phases after a comprehensive study. In an 
exclusive statement to AL-SIYASAH, al-Luqman said that the new 
administrative development movement in the Ministry of Education will have 
positive effects on expanding the powers and jurisdiction of the educational 
districts in a manner that qualifies them to become mini-ministries. The ‘ 
director of al-Ahmadi educational district denied that there is a plan to 
dispense with the Arab teachers working in the ministry and said that the 
resignations submitted recently were submitted with the fully free will of 
those tendering them and without any pressure from the ministry. He added 
that the resignations have been approved in view of the availability of the 
Kuwaiti alternative from among Kuwaiti male and female graduates. [Text] 
[Kuwait AL-SIYASAH in Arabic 13 May 86 p 1] 8494/12781 


CSO: 4404/360 
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NAJIBULLAH: 


WE ARE READY TO TALK TO OPPOSITION 


Islamabad THE MUSLIM in English 9 Jul 86 pp l, 6 


[Article by Mushahid Hussain] 


[Text] 


ISLAMABAD, July 8: In a rh interview in Kabul, his first 
with a journalist from the Third World, the Afghan ruling party's new 
chief, Dr Najibullah, has made a strong plea for national reconciliation 
saying, ‘‘We are prepared to talk to those who are in the opposition 
with an open political heart’. As if to emphasise this message of mode 
ration, the 39-year old medical doctor turned Marxist formerly chief of 
the Afghan secret police KHAD said that ‘with flexibility we are 
ready for reasonable compromises’’. He also promised national elections 
in Afghanistan “within six months for the democratisation of political 
life’. 

The 40-minute interview, part of which was in the form of written 
answers to questions submitted in advance, took place in the Afghan 
Capital on the evening of July 7 at Dr Najibullah’s second floor office 
in the People’s Democratic Party's Central Committee headquarters. 
The interview formed part of a two day visit to Kabul — the second by 
this journalist in nine months. Dr Najib’s greeting in Urdu was in a 
heavy Pakhtoon accent: Kiya haal hain Khairiat say hain (How are 
you I hope you are well) 

Sporting a khaki-coloured safari suit resembling the uniform worn 
by guerilla commanders, the tall heavy set Pakhtoon from the 
Ahmadzai tribe of the Powindahs which straddles the Pak.Afghan 
border answered questjons in a calm, relaxed manner. Occasionally 
interruping to correct his interpreter, Najib, looks more handsome than 
his photographs make him out to be. His clear fair complexioned face 
with sharp expressive eyes is lined by a neatly trimmed moustache and 
frequent faint smiles 

He spoke across a small table in a sparsely furnished medium sized 
functional office which had a few books and pamphlets lined in one 
corner While there was an impression of not much security around 
him Najib ~ green tea underneath a portrait of his predecessor 
Babrak Karmal During the entire conversation Dr Najibullah made 
only a passing reference to Karmal Najib however declined to answer 
a question regarding the womens demonstrations allegedly in support 
of Babrak Karmal that took place in Kabul following the latter s 
ouster in May. While repeating the official version of “health reasons” 
for Karmal's exit from the top Party slot Najib also said thet this move 
‘strengthened the principle of collective leadership’ a tacit admission 
of its absence under Karmal who also flaunted a cult of personality. 

During the interview, Najib(who is “Comrade Doctor"’ to his senior 
party cctinagees) went further than any other Afghan leader in extend 
ing an offer of talks to his regime's opposition although he was careful 
to draw a distinction between the Mujahideen leaders (who he said were 
“traitors’’) and their followers (the ‘‘deceived ones’). There was also 
the familiar list of accusations against the ‘‘Famous Four'’~ United 
States, Pakistan, Iran and China —the latter accused of supplying 
$ 200 million annually in arms to the Mujahidcen Pakistan he said 
was sending into his country 50,000 armed guerillas every year 

The interview reflects the more businesstike spgtench of the new 
Afghan leader with an accent on national reconciliation and flexibility 
in policy. There were indications in the Afghan capital of changes 
in the offing in the Party hierarchy via sonealiiotien af Najib’s Position 
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and weshenne of the group around Karmal who has apparently been ? 
-reduced to a figure head, 


Excerpts from the Najib interview: 


Dr N: Welcome once again to Afghanistan, | know about 
the interview which you had with Comrade Babrak Karmal 
last year. We are aware about the credibility and prestige 


” eipyed by “The Muslim’. We also know the personal 
efforts made in this connection by you. 


MH: — 1 thank you for receiving me at short notice. Let me 
assure you that, ag in the past, we will report the facts 


correctly, while giving our own perspective on the situation. 


MH: Why was the change of your Party General Secretary 
necessary, Was it due to: 
(a) the party’s failure to broaden its social base 
among the Afghan people. 
(b) infighting or policy disagreements in the party or 
(c) personal factors. 


Dr N: The 18th Plenum of our Party's emaret Committce 
approved the proposal of Comrade Babrak Karmal to 


relieve him from the post of General Secretary due to health reasons. 

Taking into consideration the accumulation of the tasks of Party and 

State leadership in the present conditions of the country, a decision was 
made on the division of the duties of the General Secretary of the Party 

and Presiden of the Revolutionary Council. 

The resolutions of the 18th Plenum of the Party Cen 
tral Committce further the process of strengthening the 
principle of collective leadership and is of principled bn or 
tance in the completion of party and state structure. These 
are the genuine reasons for the decision. 


MH: Has F noah Party's attitude towards the opposition 
changed? Will it consider talking to those sections of the 
Mujahideen fighting inside Afghanistan, who are not linked 


to foreign powers? 
Dr N: f iP cids iegard. the policy of our party, the PDPA, has been 
reflected in the resolutions of the plenums of the Central Commi- 


ttee of the PDPA, ingluding its 16th plenum, in which the ten- 
point theses approved by t!i, Revolutionary Council were endorsed. 
These resolutions clarify the issues pertaining to ensuring country 
wide peace, carrying out the policy of national reconciliation to- 
wards those who, dueto the propagandaof reaction and imperialism 
have taken positions against the revolurionary power. The financial 
and arms aid of the imperialist camp, and complete dependency of 
ring leaders of bands on them, have played a key role in organising, 
managing and leading the activities of all counter-revolutionary 
bands that take hogtile positions towards our revolution. Therefore, 
the ring leaders of these treacherous bands are traitors to the 
national interest and in the framework of the undeclared war, are 
committing horrible crimes against our people and homeland every 
day but they apparently deny any relations with foreign countries. 


All details of the undeclared war against our country, people 
and revolution have been engineered by imperialism and its lackeys 
in the region, particularly the militarist regime of Islamabad. We 
shall approach with mercy, kindness and reconciliation those who 
have unconsciously stood in the ranks of the counter-revolution 
i.e., the deceived ones. 


MH: _ What is the significance of the forthcoming olenum, 
the 19th one, I believe, of your Party 

Dr N: There was the 18th Plénum of thie Pa ty, there will be the 
19th one very soon, and there will be the 20th Plenum. These are 
periodic features of any Party's activi:y and they contribute to 
strengthening our work. Apart from other areas, two important 
points will be discussed at the 19th Plenum. One pertains to the 
Ten Theses of the Revolutionary Council announced last November 
on the need to broaden the political and socia! base of revolutionary 


19 




















power. Already local elections are in progress in Afghanistan. These 
will solidify the state structure. The other major point for discussion 
at the 19th Plenum is that of national reconciliation. We feel that 
new facts, realities and potentials have emerged of late, even among 
the opposition( Then raising his hands, as if in an embrace) We are 
repared to talk to those in the opposition with an open political 
ney We approach these matters with flexibility and we are 
ready for reasonable compromises. But this offer should not be seen 
asa sign of weakness. We negotiate from a position of strength. 


MH: Are you even prepared to talk to Mujahideen leaders 
like Gulbadin Ilikmatyar and Burhanuddin Rabbani? 


Dr N: (Smilingly) Well, for the sake of saving the world from a 
nuclear war, even Ronald Reagan can make efforts! 


MH: Is the PDPA fully united bahind your leadership? 


Or are there still remnants of the Khalq-Parcham conflict? 
Dr N: The inner party disputes which you mention belong to the 

past and are lessons for our party. We —_ and have firm conviction 

that such a tragedy will never be repeated. 


MH: How do you assess the possibility of progress at the 
forthcoming Geneva talks beginning July 30? What are the 
main hurdles, in concrete terms, in Instrument IV, in your 
opinion? 


Dr N° Regarding the progress to be achieved m the forthcoming 
Geneva talks, it should be expressed that, as we have participated in 
the previous rounds, pursuing a principled policy based on political 
determination, goodwill and necessary flexibility, we will maintain 
this constructive stand of ours in future near as well. The 
fact that what will be the outcome of the forthcoming talks depends 
on the other side. (Pakistan) If the other side alse acts in harmony 
with the will and intcrests of its people. and adopts a similar stand, 
then there will, certainly, be the possibility of progress. 

In view of the cxisting understanding between the partics in 
the talks, I cannot claborate on these in detail, but it can be said in 
general that there still exist some points that have to be worked 
out and finalised . 

MH: According to my information, there are two major 


points of difference still remaining: The question of time 
table of withdrawal of foreign forces from Afghanistan and 


the — of monitoring and verification of withdrowal. 
Could you outline your country $ positions on these two 


pointss : 

DrN: — Ag I have explained in response to your previous questions, 
there are still unsolved points in negotiations. The issue pertainin 
to the return of the limited contingent of Soviet troops is one sack 
issue. But it must be pointed out here that all the matters under 
discussion are inter-related and should be resolved in the form ofa 
package. Regarding the other part of your question, due to the 
reasons that | have pointed out earlier, | cannot provide an answer. 

MH: Would you be willing to shorten the time frame of 


withdrawal of foreign forces which your side gave at 
Geneva? As vou know, Afghanistan gave a time-table for 4 
years while Pakistan ingists on 6 months. Would you be 
willing to shorten it to, say, 12 or 18 months instead of 
4 years. 

Dr N° Concerning the time-frame of the withdrawal of the limited 

contingent of the Soviet Union which is a matter exclusively belonging 
to Afghanistan and the Sviet Union, we have achieved agreement 
with that country. In setting the time-frame for the withdrawal of 
this contingent we hive taken into consideration the supreme 
national interest and objective conditions inside and around Kigha 
nistan and we are patticipating inthe negotiations on the basis of 
such a stand. The speculation being disseminated in this regard 
cannot affect our decisions in connection with this issue. 

Furthermore, it should be mentioned that as it is clearly 

stated in the well-known statement of August 24 1981 of our 
government, the securing of complete ak reliable cessation of 
armed and any other interventionin thedomestic 2ffairs of 
Afghanistan and the creation of conditions making impossible the 
recurrence of such interference in future must be the 
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main aim and basic coatent of the political settlement. 


MH: Is your governmental structure strong enough to sur 
vive withdrawal of Soviet forces from A jghanistan? 

Dr N; You are well aware phat the April Revolygion in the first days 
of its triumph enjoyed the extensive and selfless support of the 
masses, as well as encountered the hostile reaction of the reaction- 
ary and imperialist circles and forces. 

The undeclared war. headed by US imperialism, is waged 
with its ever broader diraznsions agailist our country. Asa result of 
the unbridled and growing aggression and interference launched 
by reaction and imperialism, the independence, sovereignty and 
territorial integrity of our country are subjected to serious threat. 

We have frequently proclaimed that whenever this aggression 
and interference in the internal affairs of our country ceases and its 
non-recurrence is internationally promt the limited Soviet con 
tingent will return to that peaceful country. 

1 can assure you that our revolutionary power is able to 
exterminate, at the earliest, the savage and sn pos aled revolu- 
tion inside the country and establish nation-wide peace and security 
in Afghanistan. Because — and one must pay attention to this - the 
April revolution has triumphed with the inviolable will of the work 
ing measses and it expresses the vital interests of the whole working 
people of our country. , 

The revolutionary power is increasingly strengthened by our 
working people's solidarity with and their vigorous, unsparing and 
dedicated participation in it, its potentiality to defend the indepen 
dence, national sovereignty, territorial integrity of the country and 
the achievements of the April Revolution is being ever enhanced 

We firmly believe in our people's victory. The counter-revolu- 
tion will not be able to, even i one day, continue its disgraceful 
life without the he!o of reaction and imperialism. 

MH: What is the purpose of nalionai eiections, recently 


announced by you? 

Dr N; These are for. the purpose of promoting the democratisation 
of Afghanistan's po itical life 

MH: When will these be held? 

Dr N: Within 6 months. 

MH: If diplomatic recugnition is granted by some states to 
the Mujahideen, will it affect your attitude to a political , 
settlement at Geneva? | | 

Dr N: The de jure state of the Democratic Republic of Afghanistan 
has already been recognised by many countries of the world, includ- 
ing those that you think may recognise the counter-revolutionaries 
in the future. If from among them one or two countries change their 
previous stand in this respect, they will not only jeopardize their 
prestige in international arena bur will act in contradiction with 
their position that they have adopted in Geneva talks on the 
situation around Afghanistan, It should be mentioned that in the 
talks our side has already presented clearly its stand in this regard. 

MH: — Assuming, for a moment, that there is no progress at 


the resumed Geneva VII talks on July 30, would you be 
willing for a chnge in format similar to the one that was 


there at the Paris peace talks on Vietnam? In other words, 


there would be four _ sitting face to face: Pakistan, 
Afghanistan, Sovict Union and representatives of those 
Mujahideen who are fighting inside Afghanistan, without 
being ‘wired’ to outside forces. , : 
N: (Raising his right hand with straightened palm in vertical 
position, for emphasis) Estecrned Mushahid Hussain Sayed! Let me 
state very decisively and emphatically: We refuse to have the 
counter-revolution treated on a par with the Revolution. We refuse 
to accept that the counter-revolution has any base in Afghanistan 
except the sustenance it gets from outside via Pakistan. Every year 


Dr 
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5V,000 trained bandits are being sent into Afghanistan from 
Pakistan. Just similar to what Pakistan is doing to support the 
‘Khalistan Movement" in India. Foreign support to counter revolu 
tion is like oxygen to them, The main purpose of the Geneva talks 
is to ensure that aggression and interference against Afghanistan 
ceases. If the character of the Geneva talks is changed, other than to 
ensure that aggression and interference ceases in Atghanistan, we 
will oppose it. 

MH: What is the degree and depth of Iranian support for the 
insurgency in Afghanistan? 

Dr. N: — Breaching all internationally established norms and __ princi- 
ples, the medicval regime of the Iranian theologians nakedly and 
without any restraint interferes in the internal affairs of our 
country and virtually makes it an accessory to the undeclared war of 
international reaction and imperialism launched against our country. 
This fact is once again borne out by the recent meeting of the Ira- 
nian President with a number of Afghan counter-revolutionary ring 
leaders, a meeting ordered by Ayatullah Khomeini. 

The medieval regime of Iran spares no effort to export crimi- 
nal counter revolutionary bandits for carrying out sabotage in our 
country, for killing the working Muslim people of Afghanis- 
tan, and cynically claims to export the so-called ‘Islamic Revolu- 
tion’ into our country. All such hysteric deeds of the regime of , 
Iran, far from being linked with the demands and will of our wor- 
king people and those of the Iranian brothers, are contrary to them. 

We are sure that the day will come, when the working and 
oppressed people of Iran will vanquish the band of mecieval theolo- 
gians and the obstacles created in the way of good-neighbourliness 
and mutual cooperation of two brother Muslim peoples of Afghanis- 

an and Iran will be removed. 

MH: How do you see China’s role regarding Afghanistan? 

Dr. N: — In the undeclared war of reaction and imperialism against the 
DRA, there exists a black and horrible collusion between the USA, 
its loyal hirelings and a ce 

The rencgade leadership of China plays one of the main roles 
in this dirty war against our people and revolution. There exist mili- 
tary training camps in the Sinkiang province of China where the 
Afghan counter-revolutionaries receive training conducted by Chi- 
nese instructors. Equipped with Chinese weapons, they are sent to 
our revolutionary country for creating horror, destructive activities 
and killing of innocent people. 

The mass media of China, in unison with other reactionary 
and imperialist mass media, takes an active part in the psychological 
war. The conditions are the same in diplomatic spheres. 

Chinese renegades render all-out assistance to the counter- 
revolutionary bandits entrenched in Pakistan, conduct military 
training, arm and equip them. By scnding them into our country, 
they practically take part in slaying innocent people, destroying 
public utility establishments and plundering the property of the 

cople. 
, The total military aid of China to the counter-revolutionary 
" a. on Pakistani soil exceeds $290 million (annually). 
MAH: There is a view in Iokistan that Afghanistan is keenly 


promoting moves for merger of Left parties in Pakistan 
under Wali Khan’s leadership. Is this view correct? 


Dr. N: The foreign policy of Afghanistan is based on non-interferen- 
ce in the invernal offeire of other countries, peaceful co- 
existence and is aimed at establishing good-neighbourly relations 
and mutual cooperation in all spheres with all countries, especially 
the neighbouring countries. As far as the activities of political 
parties of Pakistan are concerned, it should be stated that it is 

n internal affeir of Pakistan and has no link with Afghanistan. 

i: At one time Kabul was headquarters for the Pakistani 


terrorist group, Al-Zulfikar. What is the position now? Has 
your attitude towards Al-Zulfikar changed? 


Dr. N: Afghanistan has never been a centre of any terrorist organi- 
‘sation and will never be so in the future. We condemn all types and 
forms of terrorism and pay due respect to and observe all interna- 
tional norms and conventions aimed at preventing and struggling 
against them. 

f People in Pakistan say being a Pakhtoon and former | 


chief of Khad, you will pursue a harder line towards our 
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country. Already we are daily witnessing bomb blasts in 
Peshawor and other areas of NWFP, which are attributed to 
Khad agents. Your comments on this? - 

Dr.N: We act on the basis of the principle of non-interference in 
the internal affairs of other countries and are loyal to it. Social pro- 
cess and internal tensions which presently continue in Pakistan are * 
all due to inner factors and motives of the Pakistani society. The 
development of the situation is clear not only to us but to the whole 
world and efforts to-find the reasons of this situation outside the 
territory of Pakistan are to deceive the world and no one will believe 
them. 

You know better that the city of Peshawar and its vicinity 
have been transformed into a black market for arms in the undeclar- 
ed war against the DRA. Peshawar today is the centre guiding the 
training and arming of the Afghan counter-revolutionary bands 
which leads to the increasing loss of control of the military regime 
of Islamabad over the situation there. The military circles of Pakis- 
tan are unconsciously launching efforts to take advantage of the fire 
that they have themselves lit, by misusing the name of the so-called 
Khad agents. We have no doubt that such efforts will lead to the 

_—" of their own fingers. | 
: /hat is your opinion of the so-called ‘Pakhtunistan 
Question?’ Us it still an issue today? 


Dr.N: — The issue that you have pointed out is related to the 
Pashtoons so it is upto them to decide as they wish. But in view of 
long traditional, cultural, religious, linguistic, historic, relations exis- 
ting between us and our Pashtoon and Baluch brothers, we have 

rsistently expressed our solidarity with them and will do so. 
H: o you think Pakistan is sincere in its desire for a 


political settlement in Afghanistan? 


Dr.N: The Pakistani authorities have expressed their wishes for a 
political solution of the situation around Afghanistan, but there 
exists a big gap between expression of good wishes and its deeds. 
The political actions of the Pakistani side in this regard, are the best 


criterion for our judgement. Therefore, we have to wait and judge 
on the sincerity df the Pakistani side in the light of its future deeds. 

MH: Can you list some mistakes made by the regimes in 

Afghanistan since April 1978? In light of this, are you 
revising or reversing some previous policies? In which areas 
would this be? 

Dr. N: Before the new and evolutionary phase of the Revolution, a 
series of mistakes and deviations took place in the vital and key 
points of revolutionary process, such as the implementation of land 
reforms, the approach to culture and beliefs of people, observance 
of party norms and democratic bases in the society and the recogn?# 
tion of the stage of social development and the tasks of the 
National-Democratic Revolution. However, after the victory of the 
new and evolutionary phase of the Revolution, the revolutionary 
power has not only corrected the past mistakes step by step, but 
also, through issuing special resolutions and enforcing laws, worked 
out the implementation of national democratic tasks based on the 
realities of Afghan society. All these tasks have been fulfilled one 
after another. The PDPA acts based on the special characteristics of 
the national democratic April Revolution and the prevailing realities 
of the Afghan society, and objectively approaches the fulfilment of 

Hs undelayable tasks of the Party in the present phase. 

MH: What are the 3 or 4 major priorities of your regime? 

Dr.N: The main problems that one has to give preference to in the 
present situation are: to ensure peace in the country, decisivel 
crush the last bands of counter-revolutionary exported from abroad, 
peacefully solve the situation created around Afghanistan, and put 
an end to the undeclared war being waged against our country. 

To reliably secure the frontiers of Afghanistan and reinforce 


and consolidate the armed forces of the country is an urgent task 
whose fulfilment will provide favourable conditions for peaceful 
work of our people. Our priority tasks are to solve the national 
question, accomplish a cultural revolution, fully realise the program- 
me of land and water reforms, democratise the social fabric and 
translate into practice the first five-year plan after the revolution, 
i.¢., the main aspects of the socio-economic development of our 
country for 1986-1990. The full strength of the party, state and 

" yy ge is mobilised to attain these goals. 
MH: How do you see the US role in A fghanistan? 


Dr.N: If we are to tell completely the satanic, interventionist and 
aggressive role played by the war-mongering US imperialism as the 
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chief suppressive and exploiting force of world reaction and imper- 
ialisin against our hemnelond and people before and after the April 
Revolution, it would take a long time. 

Today, US imperialism as the organiser of the undeclared 
war, is chiefly responsible for the bestial killing of thousands of 
Afghan children and elders, the most savage crimes and in a medie- 
val manner, the destruction and terrorism committed by the mer- 
cenary counter-revolutionary bands. The mercenary counter-revo- 
lutionary bands have so far received more than two billion US dol- 
lars for training and equipping the slayers with most up to date 
terroristic and mass destruction arms. 

Now, US imperialism, embodied in the criminal and adven. 
tur istic ~~ Administration which has made terrorism its offi- 
cial state policy, is openly and shamelessly proud of these barbaric 
deeds which it commits against the revolutionary people of Afgha- 
nistan, 

The main aim of US imperialism, in contiauing the undec- 
lared war against our country, is to create obstacles to the path of 
realisation of basic socio-economic development, which constitutes 
he main objective of our revolution. 

MP: lease tell our readers about your ‘Pakistan Connec- 
tion?’ 

Ix. N: | have been to several places in Pakistan: Islamabad, Karachi, 
Lahore, Pindi and Peshawar. I speak and understand a little Urdu. 
I have some knowledge of Pakistani politics but, obviously, 1 am not 
in a position to discuss with you. | used to go to Pakistan because 
my father was posted in Peshawar. | went there during my school 
days in the 60s and in the 70s as well, when I was in the University. 


MH: Thank you for the interview. 


Dr. N: Please convey tny good wishes and solidarity to the people of 
Pakistan. The pcople of Pakistan and eee share common 
aspirations for a better life. The friends and enemies of the Pakistani 


people are also friends and encmies of the Afghan people. They are 
the enemies of peace, progress, democracy, militarism. We are 
optimists. As revolutionaries, we hope that, out of darkness, a clear 
bright future will emerge. 
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[Article by Mushahid Hussain] 


[Text] 


a i Lean 7: At 72, the 
former King of A em_gr Zahir 
Shah, is in good 

exile after being ousted in a coup 
launched by his cousin and brother- 
in-law, Prince Daud Khan, some 13 
years ago, Zahir Shah takes a keen 
interest in his'country’s fortunes. In 
a rare interview at his comfortable 
villa, perched high on a hill over- 
looking the Italian capital, his 
first with any Pakistani journaliet 
since his ouster from office, Zahir 
Shah seemed quite relaxed as well 
as willing and keen to play a role, 
should he be asked, in resolving his 
country’s problems. 

His elegant villa is relatively aus- 
tere by the standard of Middle 
Eastern royalty, With Filipino ser- 
vants serving black coffee and 
cashew nuts, Zahir Shah talked 
about the past in the presence of his 
confidant, interpreter and = son- 
in-law, Shah Wali Khan, who has a 
striking resemblance to his hated 
relative, Prince Daud Khan: Zahir 
Shah says that he spends most of 
his time in exile quietly, with 
his grand-children who are also in 
Rome, While being low key in his 
involvement in Afghan affairs, 
Zahir Shah manages to receive 
visitors from his country on occa- 
sions, 

Although he has been pushed 
into the ranks of the common citi- 
zenry, the trappings of royalty are 
still in evidence, He is always 
referred to as “His Majesty,”’ Af 
ghan visitors normally still show de- 
ference by kissing his hands and 
there were four limousines parked 
at his unguarded residence with 
diplomatic number plates, During 


shape. Living in— 


the interview, the former King 
spoke softly in Darri, the Afghan 
variant of Persian, Excerpts from 
the interview which took place at 
Rome on June 19, 


Q. How do you assess the change 
of face in Kabul on the. eve of the 
Geneva talks? Is it a signal of a 
softening of the Soviet stance? 


A. There is no real significance to 
the induction of Najibullah. It does 
not unply change in Soviet policy. 
It is possible that there are internal 
reasons demanding the bringing in 
of a new man, Some say, Naji- 
bullah, the former Chief of the 
Afghan secret police, may mean 
a harder line. Ido not think so, 


Q. What is your view of Soviet 
intentions in Afghanistan? Are they 
sincere in their professed , desire 
to withdraw their troops. 


A. We all hope that thet intentions 
are sincere, Soviet withdrawal from 
Afghanistan would be something in 
accordance with our view as well as 
those of the free world, But the 
question is under what conditions 
would the proposed withdrawal 
occur? What are their plans? It is 
difficult to talk of the sincerity and 
intentions of anybody, 


Q. Do you think a neutral, gen- 
uinely non-aligned Afghanistan, 
friendly to the Soviet Union, like 
Finland, is still possible? Or is it 
going to be another Mongolia? 


A. A neutral genuinely non-aligned 
Afghanistan with friendly relations 
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with al] states would be a factor for 
peace and stability in the region. 
Any other image or role for Af- 
ghanistan, not having these condi- 
tions, cannot be a guarantee for 


peace and security for the region, 


Q. What time frame of the Soviet 
withdrawal would be acceptable 
to the Afghan people? As you 
know at che Geneva talks, Pakistan 
has said six months and the Soviet 
Union, through the Afghan side, 
has given a time frame of four 
years. 


A. Naturally, the invading forces 
(the Soviets) demand a certain 
time to Mrepare withdrawal. The 
sooner they withdraw the better it 
is. | cannot understand the Soviet 


time frame of four years. Maybe 


the proposition of Pakistan 
seems logical. 


. Q. How do you assess the Ameri- 


can role? Does the US in your view 
really want an Afghan settlement at 
this stage? 


A, After the Soviet invasion, the 
American position, like other 
states, was positive. As a big power 
which has global responsibility for 
world peace, the US would favour 
a solution to the Afghan problem, 
After all, the United States has 
direct responsibility for world 
peace and stability, Logically, this 
should be their role, 

Q. What do you think of Iran’s 
role? How do you assess Imam 
Khomeini? 

A. The people of Afghanistan are 














peateful for the positive attitude of 
Iran, Although, personally, I have 
not met hun, I consider Imam 
Khomeini as an outstanding per- 
sonality, an Islamic leader of an 
Islamic State. 


Q. In 1982 and 1983, there was lot 
of talk in Washington, Moscow and 
Islamabad, hinting at the possibility 
of your heading a compromise go- 
vernment in Kabul, In fact, the 
well-known Afghan diplomat, 
Abdul Rehman Pazhwak, was sent 
from Islamabad to Rome for this 
purpose, Would you comment 
on this? 


A. This was a rumour, There are 
— rumours spread and this also 
reached us here in Rome, I know 
Pazhwak well, He has not come 
to Rome and | have not seen him 
here. 


Q. In 1984, during Haj, a Loya 
Jirga was supposed to convene in 
Saudi Arabia to form a govern. 
ment in exile under your leader- 
ship, but then this move was ap- 
parently sabotaged by Gulbadin 
Hikmatyar and others among the 
Mujahideen opposed to the monar- 


chy, 


A. As an Afghan patriot, I have 
offered myself to serve the Afghan 
nation without any conditions. | 
incan it is for the Afghan people to 
yive conditions and i am prepared 
to serve them in any capacity. The 
ideal for the Afghan is to have a 
democratic system, It is their de- 
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cision, 

Q. Can the regime in Kabul sur. 
vive Soviet withdrawal of forces 
from Afghanistan? 

A. As you have seen, after the 
1978 coup, the reaction of the Af- 
ghan people to the attitude of the 
regime caused an uprising, People 
have opposed this regime, They 
have fought a war of resistance 
against x. I do not think this re- 
gime would survive a Soviet 
withdrawal, The Soviets came into 
Afghanistan because this regime 
could not survive and it had met 
with failure, 


Q. Will diplomatic recognition of 
Mujahideen help or hinder a 
political settlement in Afghanistan? 


A. Most of the States of the world 
have legitimised the resistance 
against the invader, Given this 
fact, diplomatic recognition would 
give the resistance a more legal 
form, | would think if the Soviet 
Union honestly desires a political 
settlement, such a legally recognis 
ed body would prove an important 
factor in resolving the conflict, 
provided the Soviets are honest in 
their desire for a political solution, 
What would be positive is a united 
front of Mujahideen which could 
legally and Tegitimatety represent 
the Afghan nation and be present 
in any talks at any conference on 
the Afghan issue. There is the pro- 
fessed desire of Mujahideen to be 
present at the talks to put forward 
their view, If a way could be found 
for the participation of the Muja- 
hideen at Geneva, this would be 
pseful. 


Q. What are the lessons of the So- 
viet military intervention in Afgha- 
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nistan for other countries in the re- 
gion? Some people say that,it was 
your policy of seeking friendship 
with the Soviet Union that even- 
tually led to the events of Decem- 
ber 1979, 


A. During my reign, Afghan policy 
was always based on non-alignment, 
friendly ties with neighbours, inclu- 
ding the Soviet Union, During that 
period, our country was not threa- 
tened by | side, As far as my role 
is concerned, I think it should best 
be left to history. The geographical 
position of Afghanistan dictates our 
policy and it is the only logical 
policy to pursue given our geo- 
political context, We had no ex- 
ing then of the Soviet Union 

cing negative towards Afghanis. 
tan. It was an example of co-exis 
tence between contrasting systems, 


Q. How do you assess Pakistan's 
role? 


A. You know that the reactions of 
all freedom loving countries to the 
Soviet intervention, and continued 
condemnation of this at all interna- 
tional gatherings proves that this 
issue has dimensions which go be- 
yond the region, The role of Pakis- 
tan has an internal importance, 
Pakistan and its people, as brothers 
and as a Muslim nation, have given 
the maximum assistance during this 
Afghan wagedy. Three million of 
our people who were rendered 
homeless, were accepted by Pakis. 
tan, The Pakistan Government is 
genuinely seeking ways for a settle- 
ment in Afghanistan. | am deeply 
grateful to Pakistan, Whatever hap- 
ens in the future, we will never 
orget this positive attitude of 
Pakistan. 








SOVIET WARPLANES REPORTEDLY BOMB MUJAHIDIN POSITIONS 


AFGHANISTAN 


Tehran KAYHAN INTERNATIONAL in English 7 Jun 86 pp 1, 2 


[Text] 


ISLAMABAD, June 6 
(Dispatches) — Up to 500 
Mujahicdeen.and civilians 
were martyred and hundreds 
of others injured in fierce 
fighting in northern 
Afghanistan near the Soviet 
border Mujahideen officials 
said Thursday. 

The sources, who asked 
not to be named, said they 
received reports from the 
northern Afghan province of 
Faryab which reported major 
battle in early May between 
the Mujahideen and Soviet 
and Afghan government 
troops. 

Warplanes operating from 
the Soviet Union played a 
major role in the battle by 
bombing Mujahideen posi- 
tions and surrounding vil- 
lages, they said. 

The attack martyred at 
least 16) Mujahideen and a 
number of villagers, the 
sources said. 

The Communist govemn- 
ment of Afghanistan 
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reported May 11 major 
clashes in Faryad. 

It takes Mujahideen mes- 
sengers weeks to reach Pakis- 
tan from northern Afghanis- 
tan by foot. 

The official Afghan 
account on Radio Kabul, 
monitored in Islamabad, 
gave no figures for the 
casualties in the incident 
beyond claiming that govern- 
ment forces had smashed the 
Mujahideen. 

The Islamic freedom fight- 
ers’ sources said the fighting 
began when they ambushed a 
large military convoy, and 
continued for three days. 

At least 25 Mujahideen 
were martyred and another 
60 wounded in the fighting 
after the ambush, and about 
170 Soviet and Afghan sol- 
diers were killed or 
wounded, the Mujahideen 
sources said. Guerrillas said 
they also wrecked 12 tanks 
and other military vehicles. 

Ten civilians were also 
martyred in the clash there, 
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the officials said. 

Fighting then broke out in 
the Andkhui area about 30 
kilometers (20 miles) from 
the Soviet border. 

Soviet Air Force planes 
operating from bases in the 
Sovict Union were called in 
to support their ground 
forces, the Mujahideen offi- 
cials said. It was not clear if 
the Andkhui fighting was 
linked to the ambush farther 
south. 


Over the next two weeks, 
attacking Soviet planes mar- 
tyred another 130 Mujahi- 

en and 300 civilians, and 
wounded hundreds of others, 
the Mujahideen said. The 
raids destroyed several vil- 
lages and ruined vast 
aniounts of crops, as well as 
vital irrigation networks. 


The sources said they had 
killed 65 a government 
soldiers and 12 Soviet sol- 
diers, while wrecking 15 
Afghan and Soviet tanks and 
other vehicles. 














AFGHANISTAN 


MUJAHIDIN REPORTEDLY CAPTURE SOLDIERS IN RECENT FIGHTING 


Tehran KAYHAN INTERNATIONAL in English 18 Jun 86 p 2 


[Text ] 


NEW DELHI, June 17 
(Dispatches) — Afghan 


Mujahideen killed 47 Afghan: 


government troops, wounded’ 
60 and captured 200 in three 
days of fighting in eastern 
Afghanistan that also left 20 
civilians dead or wounded 
and homes destroyed, West- 
ern diplomats said Tuesday. 


The diplomats, speaking 


on condition they not be 
identified, said the battles 
took place between June 5-7 
around Sanglok and Maidan 
Shahr, in Wardak Province, 
about 20 miles (30 km.) 
southwest of Kabul. 

Their reports could not be 
independently confirmed. 
Few Western journalists have 
been allowed into Afghanis- 
tan since the Soviet Union 
invaded in December 1979 
and installed the Communist 
government. 

There are an estimated 
120,000 Soviet troops in 
Afghanistan supporting the 
army against Muslim guer- 
rillas. : 

The diplomats, in separate 
briefings for Western repor- 
ters, said the fighting began 
during a three-day anti- 
insurgency sweep. One men- 
tioned only Afghan govern- 
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ment forces being involved, 
while - other said "eas 
troops also participated. 

One diplomat quoted an 
Afghan source as saying 47 
Afghan government 
were killed and 60 wounded 
and at least one helicopter 
shot down during the course 
of the fighting... 

He said another Afghan 
source reported that 20 civi- 
lians died or were wounded 
near Sanglok and that two 
mosques and 20 homes were 
destroyed. 

“There are no Soviet casu- 
alty figures,” he said. 

The other diplomat gave 
similar number of Afghan 
government dead and 
wounded, but said another 
200 had been captured by the 
Mujahideen and that all 20 
civilians had been killed. 4 

Both diplomats reporte 
that “truchineds of bodies” 
of Afghan soldiers killed in 
the fighting arrived in Kabul 
on June 6. . 

The’ situation around 
Kabul between June 8-14 was 
relatively quiet save for 
sporadic night-time rocket 
attacks by Mujahideen the’ 


‘diplomats said. Oné reported. 


at least one child killed. | 
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In one unusual incident 
witnessed by diplomats and 
civilians, they said, Afghan 

ilitary troops opened 
ire on a truck speeding Sn 
_— staff quarters on June 
Diplomats and other pas- 
serby “‘had to dive for cover” 
and some civilians were 
killed by stray rounds, one 
diplomat said. The other said 
he had no reports of casual- 
ties. 5. °° ae, 

He said according to one of 
the paramilitary troopers on 
the scene, two Soviets had 
gotten into an argument with 
an Afghan over fuel they 
were trying to sell and fled in 
the truck after killing him. 

Paramilitary personnel 
guarding diplomatic facilities 
in the area then fired on the 
truck in an effort to stop it, 
but failed, the diplomat 
quoted the trooper as saying. 

“One of the militiamen 
jumped on. the truck’s run- 
ning board and was seen 
beating at the driver before 
he was pushed off,” the dip- 
lomat said. ~ ' 

The vehicle headed off in 
the direction of a Soviet hos- 
pital,hesaid. « . 





AFGHANISTAN 


MUHAMMAD ARIF TALKS ABOUT RESISTANCE IN KUNDUZ 

Paris DEFIS AFGHANS in French No 9, Jul-Aug 86 pp 14-15 

[Interview with Muhammad Arif, Afghan resistance leader, in Paris, by Michel 
Verron and Bernard Delpuech, on the occasion of the conference on Afghanistan 
organized by the Afghan Information Bureau, 30-31 May] 


[Text] Itinerary 


The men who are leading the Afghan resistance on the ground remain soldiers of 


the shadows, for the most part. Through televised reports only one has been 
able to become known internationally: Ahmad Shah Massud, in the Panchir 
Valley. Commander Aref, a leader from northern Afghanistan, came to Paris at 


the invitation of the BIA {Afghan Information Bureau] to participate in the 
conference held at the National Assembly on 30-31 May. It was his first trip 
to Europe. 


Now 34 years old, Muhammad Aref is among those young soldiers whose background 
did not predispose them in any way for guerrilla activity. Those are the 
leaders who have kept the Red Army in check for more than 6 years. Muhammad 
Arif leads a group of 5,000 men in the Kunduz area, where he is the leader of 
the Jamiat-e-Islami group. Located in the northern part of the country, along 
the border with the USSR, this strategically important region which controls 
the axis of communications between Kabul and the Soviet Union remains largely 
unknown because of the difficulty of access to it. 


Commander Aref is a native of the Kunduz area, where he was born in 1952. The 
least of his special features is not the fact that he is an ethnic Pushtu in 
an area where the majority of the people are Tajiks. He was born into an 
influential family. His father was the mayor of Kunduz until 1978. In this 
provincial capital he attended high school before entering the Faculty of 
Letters of the University of Kabul, from which he graduated in 1974. He 
became an official in the Ministry of Planning and then in the Agricultural 
Development Bank. He joined the Muslim youth movement in 1972 and fled to 
Pakistan after the coup d'etat of April 1978 which brought the Afghan 
Communist Party to power. He joined the Jamiat-e-Islami of Professor Rabbani, 
who made him responsible for the economic and financial sector of the 


movement. The expansion of the resistance to the Kabul Government has 
increasingly demanded the services of competent cadres to develop the 
structure of this spontaneous, popular uprising. Aref successively went to 
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lead the resistance in Nuristan in 1978 and in the regions of Kandahar, 
Helmand, and Zabul in 1979. Still working for the Jamiat-e-Islami, he went to 
Badakhshan at the end of 1979 and became the commander of the Kunduz area 
following the Soviet invasion. 


[Question] How is the Afghan resistance organized? 


[Answer] I have between 4,500 and 5,000 men who are continuously on 
operations. Our tactics are determined by the topography of the Kunduz area. 
We operate in the plains, and this has forced us to use light units which have 
great mobility. Our combat groups are made up of about 15 men who move only 
at night. I only very rarely bring these commando groups together to carry on 
an offensive. We communicate by couriers travelling by foot in the mountains 
or on horseback in the plains. We have almost no radio communications. 


[Question] How do you make contact with other groups in the resistance? 


[Answer] I attach great importance to regular contact with the other leaders 


of the resistance in the area. The unification of the resistance is well 
under way in the North. It is the same thing with neighboring areas, in 
particular the Panchir Valley region. I have known Massud for a very long 


time. He is a personal friend. 
[Question] How do you handle obtaining your military supplies? 
[Answer] Because of distance, we have greater difficulties in this area than 


the commanders operating in the regions bordering on Pakistan. It is a 25 day 
march from Pakistan to the Kunduz area, with all of the risks of falling into 


a Soviet ambush along the way. The cost of the horses needed for 
the transportation of supplies is very high. So that we don't run short of 
muntions, we have accumulated reserves and, in case of difficulties, 


cooperation with neighboring regions is now very useful. 


[Question] Have you seen any improvement in your weapons with the increase in 
American aid? In particular, have you received Stinger missiles (American 
anti-aircraft missiles promised by President Reagan to the Afghan resistance)? 


[Answer] No, I have seen no trace of American aid. There is none apparent in 
the Kunduz area, and I have never seen any in Peshawar. 


[Question] Is the role of a commander limited to the military sphere, or is 
his authority over the civilian population broader than that? 


[Answer] My role is not limited to making war against the occupying 
authorities. I organize civilian life in the areas which are under my 
control. I have opened schools and hospitals. There is also a council 
charged with resolving disputes and another council which has been set up to 
deal with counter-espionnage. In addition, I must find resources to support 
the families of my soldiers who are practically on permanent duty and 


therefore can no longer work as’ farmers. I have also prohibited the 
cultivation of sugar beets and cotton, which only benefits the Afghan 
Government and most of which ig exported to the Soviet Union. I have asked 


the farmers to plant wheat and potatoes. 
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[Question] Is it true that mujahideen have crossed over the Amu Daria River to 
carry out operations on Soviet territory? 


[Answer] These operations do not take place frequently, but it has happened 
that small groups composed of five mujahideen have crossed the border to 
carry out short operations against a military base or government farms to 
capture cattle. We have also attacked Soviet ferries on the river. 
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AFGHANISTAN 


RESISTANCE LEADER SPEAKS ON NEGOTIATIONS, ALLIANCE, OBJECTIVES 
Paris DEFIS AFGHANS in French No 9, Jul-Aug 86 pp 17-19 


{Interview with Gulbuddin Hekmatyar, leader of the Hezb-e-Islami party; date 
and place not given] 


{Text] [Question] The Geneva negotiations continue to be depicted as a 
framework making it possible to move toward a political solution. What do you 
think of it? 


[Answer] Since the beginning of these negotiations the two parties concerned 
have been absent: that is, the Soviet Union, on the one hand, and the Afghan 
people, represented by the resistance, on the other hand. As long as these 
two parties do not take part in the discussions, any other discussion can only 
complicate the Afghan problem even further. The Pakistani Government can 
discuss with the USSR what concerns it. That is, the presence of more than 
3.5 million refugees on its soil. However, the future of the Afghan people 
concerns only themselves, 


At the very time when the Soviets have let it be known that something is 
beginning to move, their military offensives have been expanded to the four 
corners of the country. This strengthens our view that this amounts to a 
diversion intended to deceive international public opinion. 


We are ready to talk with the Soviets and only with them. The only point on 
the agenda must be finding out how they are going to leave Afghanistan. 


[Question] In this context what kind of action is the Islamic Alliance 
planning to take? 


[Answer] For the past 18 months the Islamic Alliance has tried to make itself 
known in international organizations, for example in the United Nations and at 
the Islamic Conference in Fez. We will continue this effort in the future, 
parallel to our military struggle. We hope to obtain additional support from 
friendly governments and peoples. 


Moral and political aid should come before military aid. Regarding the United 


States, it is quite inconceivable that it would provide military aid without 
extending political recognition. The problem is the same for the other 
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Western countries: they must recognize the Afghan resistance first before they 
can eventually take other action. 


[Question] On the subject of military aid, what is the situation regarding the 
American "Stinger" surface to air missiles which the Afghan resistance is to 
receive? 


[Answer] At present we do not have any weapons of American or Western origin. 
The rumors which the Americans are spreading amount to a verbal offensive 
against the Soviets above all. However, these rumors tend to be a disservice 
to our cause. In effect, in order to justify their invasion, the Soviets 
alleged that there were acts of American interference in Afghanistan. These 
rumors of American assistance only serve to strengthen’ these false 
allegations. We do not want to have Afghanistan become a battleground for a 
Clash between the two super powers. We reject the notion of power blocs and 
the division of the world into zones of influence. 


(Question) Are there grounds for the fear that Pakistan will give in to Soviet 
pressure? 


[Answer] We are considering all possible eventualities, including the one 
under which the Afghan people would have to fight only within their own 
territory. The Hezb-e-Islami, in particular, has prepared itself to face this 
possibility. We are ready, and even under these circumstances the Soviets 
could not put an end to our resistance. However, we are confident. We 
believe in the support of the Pakistani people and government. 


{Question] To strengthen the effectiveness and the credibility of the Islamic 
Alliance, shouldn't it take new steps toward promoting its own unity? 


{Answer] Experience has shown us that we must not hasten our steps, having 
regard to the special aspects of Afghan society. This alliance was 
established on a minimum basis. From that point we could only move forward. 
Regarding the development of the new government based on the resistance, the 
foundations for a future government exist in many liberated regions, despite 


the difficult conditions created by the war. A government, courts, and 
educational and cultural institutions are already functioning under local 
government authorities. The Afghan people are quite capable of exercising 


power on their own behalf. 

[Question] What you say is not very different from what is said by the 
spokesmen of other Afghan political parties. Is the existence of several 
political parties really justified? , 


[Answer] It is a normal thing that in an analysis of the realities facing 


Afghanistan we would use the same language. And it is not particularly 
astonishing that there are presently six political parties. This is not a 
result of the war. It is rather a blessing that there are only six parties. 


In effect, preceding regimes in Afghanistan always harassed those who might 
have been able to establish a government based on the people. Furthermore, we 
are a people made up of several ethnic groups, speaking several languages. 
Afghan society was such that each village was like an independent kingdom. 
Under these conditions achieving unity was almost a miracle. Beginning with 








several thousand parties we finally have only six. All of the mujahideen are 


in agreement on the essentials. It is not surprising that there are still 
some differences. This diversity of parties is well adapted to the situation 
facing Afghanistan. And isn't this also the case with countries whose 


population is quite homogenous? 
[Question] What makes your party different from the others? 


[Answer] The Hezb-e-Islami in Afghanistan is the largest Islamic party in the 
country. It was established in 1968-69 by university groups. It was the 
first to begin the holy war [Jihad] against the regime led by Daud and then 
against the communist regime under Taraki-Amin. It was only later, with the 
flow of refugees out of the country that the other political parties were 
established outside of Afghanistan. Therefore, it is the other parties which 
should define their positions in terms of ours. 


[Question] So you claim prior establishment and historical legitimacy. But 
what do you stand for today? 


[Answer] What has always characterized the Hezb-e-Islami is its frankness. We 
state our positions and objectives clearly. We do not make use of language 
with double meanings. Our second characteristic is our absolute desire for 
the independence of our country. 


I think that everyone also recognizes that there is more concern about 


organization in our party than in the others. Certain parties do not really 
deserve to be called political parties, although this does not mean that’ the 
courage of their soldiers is not worthy of respect. The difference comes 


from the fact that Hezb-e-Islami leaders have greater political experience. 


The fact that we began to fight against previous regimes shows very well that 
we did not want Afghan society to be subjected to the control of the two super 
powers or to foreign interests. We want to change society. We have a 
political program, including, for example, objectives in the economic field, 
whereas other political parties have no such kind of program. 


Furthermore, ours is the first party which goes beyond a tribal mentality and 
domination by one ethnic’ group. It is the first party which was not 
established by a tribal or charismatic leader, for the first time in 
Afghanistan. Our leaders have come to the fore by their personal qualities in 
the course of the struggle. 


[Question] In your concept of Islam, what are the respective roles of politics 
and religion? 


[Answer] In Islam you cannot separate the political and religious spheres. 
The Muslim religion constitutes a way of life corresponding to a system of 
government. So that Muslims may be able to live their beliefs, it is 
necessary to have such a political system in place. 


[Question] How do you see the relationships between the party, the state, and 
religious officials? 


34 








[Answer] The clergy was established in Islamic countries, beginning with the 


time when lay persons assumed the powers of government. It was then that 
certain persons devoted themselve’ ' study and to religious explanation in 
porticular, in order to safeguée r religion. Islam itself does not 
separate political and religious le ship. The leader of a Muslim community 


is simultaneously a political, religious, and military leader. 

In the system which we advocate it is the Afghan people themselves who will 
decide on the constitution and the government. The people are quite capable 
of deciding on their own future. 


It is necessary for Westerners to make a choice between expansionist, Soviet 
communism which invaded our country and the liberating and independent Islam 
of the resistance. It is not necessary to have preconceived ideas about this 
kind of Islam, based on the experience in other countries. 


[Question] Don't you have a negative, overall view of the West, like those 
people in the Near East and Jran who claim to be Muslims? 


[Answer] We don't have the concept of a country closed in on itself. In the 
future we may seek to have fruitful exchanges with countries like France or 
Japan, which have no national objectives of seeking hegemony over others. 


[Question] Then do you think that Europe can play a major role in favor of the 
Afghan cause? 


[Answer] We do not think of Europe as a bloc. In our view it is clear that 
France is a country which is more independent than others. 


[Question] To return to the policies of your party, couldn't it be said that, 
just after the Soviet intervention, with the development oc the other parties, 
competition between parties took precedence over the liberation struggle in 
certain areas of the country, which damaged the image of the Hezb-e-Islami? 


[Answer] If the Hezb-e-Islami had wanted to eliminate the other parties at the 
time of their establishment, it could have done so. However, this was not our 
policy. 


There have been no conflicts between parties but rather conflicts between 
military commanders over problems which did not concern the parties. 
Moreover, there have been conflicts between commanders of the same party. 
These conflicts had their origins in Afghan society. In the West certain 
groups have sought to emphasize the divisions more than the unity ot the 
resistance. There is a false letter from the leaders of our party (fabricated 
by the intelligence services of the Kabul Government) which has had a greater 
circulation throughout the world than the information provided by the 
resistance. 


[Question] How would you now evaluate how representative your party is? 


[Answer] Statistics developed by the United Nations High Commissioner for 
Refugees indicate that 60 percent of the Afghan refugees are supporters of the 
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Hezb-e-Islami. Within Afghanistan we control 60 percent of the country. Our 
party is active in each of the 28 provinces. 


We have proposed to the other parties a program of unity involving all of our 
fighters. Under this concept, in each province all groups would discuss--as 
long as necessary--uniting with each other and electing a single commander. 
All of the commanders elected in this way could constitute a council for the 
direction of the holy war, to which would also be associated 5 to 10 persons 
from each party. However, this program was rejected by the leaders of the 
other parties, because they considered that the Hezb-e-Islami could achieve 
Supremacy in this way. 


[Question] In your view does Islam accept the principle of pluralism? 


fAnswer] In the Islamic religion it is quite acceptable to have different 


opinions. There is a verse from the Koran which Says, more or less: "Let the 
believers hear different views and let them support the best one." Among 
Muslims we reject any use of force. It is necessary to convince people by 


speeches and the use of logic. 


[Question] In this view would the rights of minorities and of opposition 
groups be really safeguarded? 


[Answer] Today and in the future, when it will be necessary to rebuild 
Afghanistan, the Afghan people need a united leadership, working together 
harmoniously. No one will gain from the development of conflicts. The Islam 
which we believe in is a tolerant Islam which seeks peace rather than the use 
of force. Pluralism will be a necessity, with the exception of groups which 
are in the pay of foreigners who have brought sufferings to the country in the 
past. Only those groups fighting against the Islamic Government in a military 
way will be opposed in this manner. 
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AFGHANISTAN 


SPOKESMAN FOR JAM'IYAT-E ISLAMI SPEAKS ON MUSLIM SOLIDARITY 
Paris DEFIS AFGHANS in French No 3, Jul-Aug 86 pp 26-27 
[Article by Homayoun Tandar] 


[Excerpt] The other element in the situation which I would like to analyze is 
the position of Pakistan and Iran, two countries bordering on Afghanistan. 
Each of them shelters more than 4 million refugees, ard they are of vital 
importance for the Afghan resistance. 


The two countries provide hospitality to the political general headquarters of 
the resistance. For the most part Pakistan provides shelter to Sun'nite 
organizations, while Iran provides assistance to Shi'ite groups. However, it 
should be said that the movements based in Pakistan also have offices in Iran 
and vice versa. 


It is no secret to anyone that Pakistan is more fully committed than Iran on 
the side of the Afghan resistance. For this reason it is subject to more 
constant and to heavier pressures from the Soviet Union. It seems to me that 
this is the basis for its conciliatory diplomatic attitude toward the Soviet 
Union. Pakistan has diplomatic relations with the Kabul Government, it 
refuses to recognize the existence of the resistance headquarters in its 
territory, and it says that in Pakistan there are only refugee organizations. 
This is not very pleasing to the resistance. As for Iran, it recognizes the 
existence of the resistance in its territory. The Pakistani attitude makes it 
possible for Pakistan to participate in indirect negotiations’ with 
Afghanistan in Geneva under the auspices of the United Nations. 


On the other hand Iran refuses to participate in this conference. It rejects 
any contact, either direct or indirect, with the Kabul regime, refusing to 
admit that it has any popular legitimacy. 


What is interesting is that throughout the Muslim world Iran alone has 


undertaken a diplomatic initiative. It presented a plan for resolving the 
Afghan situation on 10 November 1981. However, since then there has been no 
further follow-up to it. We can summarize this plan by noting that it seeks 


a solution to the Afghan question in the framework of the Islamic Conference. 
This plan for a settlement is based on the following principle: 
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--the unconditional withdrawal of the USSR and the right of the Afghan people 
to decide their own future. This plan consists of replacing Soviet troops by 
an Islamic peacekeeping force made up of Iranian and Pakistani troops, in 
addition to soldiers coming from another country openly opposed to American 
and Zionist imperialism. Those are the terms used in the Iranian plan. 


Clearly, there has been no favorable response to this plan, and it has 
remained a matter of historical interest only. However, it is important to 
take note of the reaction by the Afghan resistance which, as I said, is also 
Muslim. The resistance rejected a part of this plan and did not approve the 
other part of the plan, preferring to adopt an attitude of silence. The 
reason used is that the resistance does not want to have a foreign force 
replaced by other foreign forces. Therefore, they regard soldiers from Muslim 
countries as a foreign force. I think that this is an interesting 
development, when we speak of the Muslim world as a global entity. Finally, 
with regard to Iran, I would say that it is the only country which has had a 
completely official meeting at the level of the president of the republic with 
the representatives of the Afghan resistance. That happened recently in 
Pakistan during the official visit of Iranian President Khameney, when he had 
a meeting with a delegation of the Afghan resistance, the JIA, led by 
Professor Rabbani. 


Committees of Support 
We shall see that in other states the situation is not exactly the same. 


Take for example another group of Muslim countries, the Arab countries of the 
Persian Gulf. There we can see several levels of activity in support of the 
Afghan resistance. There are associations, foundations, and support 
committees which exist in these countries and sponsor a certain number of 
conferences, debates, seminars, and expositions on Afghanistan. It must be 
admitted that these functions provide a substantial source of finance for the 


resistance. We may think that these initiatives cannot be considered as 
anything other than expressions of approval by responsible governmental or 
state leaders of all of these countries. The representatives of the 


resistance travel through these countries, giving lectures, particularly in 
mosques, which are more or less regaining their initial role for developing 


contacts and understanding among Muslims. Of course, I will not mention the 
names of the existing associations in Kuweit, Oman, and the other countries of 
the Persian Gulf. However, what is important is that, on the one hand, there 


is a popular mobilization in favor of the resistance. On the other hand, it 
is statements made on these occasions which mobilize the people, which seems 
quite interesting to me. In these countries the Afghan resistance has become 
a kind of legend. A myth has been developed about the resistance, and a book 
was published about 1 1/2 years ago which attaches a mythical aspect to the 
resistance. It is reported that miracles have been achieved. 


The Refusal Front 
The other group which I would like to mention, but very quickly, is what they 
call the Refusal Front in the Muslim world made up of Libya, Syria, South 


Yemen, Algeria and sometimes Iraq. These countries and the Palestine 
Liberation Front have a frankly hostile attitude toward the Afghan resistance. 
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At times there are moments of weakness such as the case of Algeria, which 
votes or does not vote for resolutions in the context of the United Nations or 
at conferences of the Islamic countries. The states in this group consider 
that the essential element of the problem facing the Muslim world is the 
Palestine problem and Israeli Zionism and that the emergence of any other 
problem in the Muslim community of nations can only weaken their mobilization 
in favor of the Palestine cause. However, when we see the relationships which 
exist between the "Refusal Front" and the Soviet Union, we may conclude that 
the problem comes from farther away. Impressive evidence of this was the 
attitude adopted at the last meeting of the ministers of foreign affairs of 
Muslim countries, which was held in Casablanca, at a tense moment in the 
Mediterranean context involving American pressure and naval maneuvers directed 


against Libya. These countries applied considerable pressure and carried out 
a kind of sabotage of the position of the Afghan resistance at this 
conference. The conference did not go beyond what it had already done in 


January 1984, giving Professor Rabbani a seat and the status of an observer 
but not that of a full participant in the conference. 


As far as other groups are concerned, that is very eaSiisy Summarized, because 
the other group which we might study is the African Muslim world. In that 
connection it is very easy, because there are only 1 or 2 minutes per year 
taken up in voting favorably for the Afghan resistance in international 
organizations. We recently heard someone say, "Take your dreams’ for 
realities.” I think that this state of things can change quickly and in a 
positive way for the Afghan resistance. 


There are also the countries which are geographically located far from the 
rest of the ‘lim world. These countries include Indonesia and Malaysia, 
which are cha1.cterized by their relatively active support for the resistance. 
Malaysia has even granted diplomatic status to a bureau of the Afghan 
resistance on Malaysian territory. This is a completely unique fact of its 
kind. 


To conclude, we can make a comparison between the Palestine cause (an 
unquestionably sacred cause) and Afghanistan. 


The Palestine cause is openly secular in nature. The Afghan cause is 
profoundly religious. However, when we look at the attitude of the Muslim 
world, we can see that it is clearly more deeply committed on the side of 
Palestine than on the side of Afghanistan. 


5170 
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AFGHANISTAN 


COMMENTARY MAINTAINS SOVIET RULERS FRIGHTENED OF ISLAM 


Tehran KAYHAN INTERNATIONAL in English 11 Jun 86 p 2 


[Text ] 


an five-yearly intervals the 
Communist Party of the 
Soviet Union holds a Con- 
gress to discuss the achieve- 
ments and failures of the 
party since the last such 
gathering, and to set the 
course for future develop- 
ments in Soviet society. Ear- 
licr this year (February 25- 
March 6) the 27th Congress 
was held in Moscow, 
attended by delegates from 
throughout the USSR as well 
as from foreign communist 
parties. For once this gather- 
ing was eagerly awaited, seen 
by many commentators as 
the occasion at which Mikhail 
Gorbachev, the new General 
Secretary, would set his mark 
upon the Soviet policy. In 
one sense outside observers 
were not disappointed, for 
Gorbachev initiated fairly 
sweeping criticisms of the 
running of the Soviet Union 
under Brezhnev. Yet simul- 
tancously he made it clear 
that his goal was not to 
change the system but to 
make it work better. 
Addressing the previous 
Congress in 1981, the then 
General Secretary Leonid 
Brezhnev had made explicit 
reference to Islam. Noting 


that communists respected 
the religious beliefs of others, 
he had nevertheless warned 
that Islamic slogans could be 
used for reactionary as well 
as progressive ends. At the 
time it was clear that he had 
in mind recent events in Iran 
and Afghanistan. ; 

Gorbachev's speech in 
1986 made no such reference. 
Instead he left the issue of 
Islam to be dealt with, albeit 
bricfly, by I.B.Usman Khod- 
zhaev, First Secretary of the 
Uzbekistan Republic Com- 
munist Party. For the latter, 
‘old prejudices and harmful 
customs’ (favorite Soviet 
code-words for religion) were 
among various undesirable 
tendencies still to be found in 
Soviet society. Moving on to 
his real target, Usman Khod- 
zhaev attacked ‘our class 
encmies’ who utilized the so- 
called ‘Islamic factor’ in their 
efforts to undermine Sovict 
power. Implicit in his 
remarks was the idea that 
Islam was no longer of any 
great significance in Sovict 
society but rather was a 
feudal ‘survival’ kept alive by 
‘dark forces’ at home and the 
external stimulus of foreign 
foes. 
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Ironically a month earlier 
the same speaker in an 
address to the Uzbeck 
Republican Congress 
devoted considerable atten- 
tion to the continued strength 
of Islam in Soviet Central 
Asia. Concentrating his 
attention on the Namangan 
Province, Usman Khodzhaev 
had noted the increasin 
activism of unregistere 
religious associations who 
were providing ‘illegal’ religi- 
ous instruction for women 
and young people. 

That Namangan province 
should be singied out by the 
Uzbek first secretary was not 
entirely surprising, for it has 
recently been under frequent 
attack for the weakness of its 
atheist work. Soviet press 
accounts have also 
documented the existence of 
religious schools in the area 
and two Muslims from the 
Samarkand Province arrested 
in early 1985 for the ‘illegal’ 
distribution of religious liter- 
ature were found to have 
obtained the material from 
Zakir Tadzhibaev, an unre- 
gistered mullah who had 
opened an illegal school in 
his Namangan home. 








Religious Instructions Hlegal 

The point needs emphasiz- 
ing that organized religious 
instruction is illegal in the 
Soviet Union, except for two 
Muslim theological institutes 
(in Bukhara and Tashkent) 
and the sermon preached in 
the mosque. As there appear 
to be less than 500 registered 
mosques to meet the needs of 
over 40 million people of 
Muslim descent, the scope 
for unofficial activity is con- 
siderable. This takes the 
form of illegal religious mect- 
ings and instruction, the dis- 
tribution of literature, pil- 
grimages to holy places 
where unregistered mullahs 
are often active, and in some 
cases involvement in Sufi 
brotherhoods. All of these 
activities are subject to attack 
in the Sovict press, and their 
organizers are often fined or 
imprisoned. 

urther evidence that 

Islam is far from dying out 
can be found in speeches 
delivered at other Central 
Asian party congresses 
during January and February 
of this year. In Tadzhikstan it 
appeared that the number of 
those participating in religi- 
ous rites was increasing; in 
Kirghizia ‘Islamic preachers 
were strengthening their 
influence on women, youn 
people and children’ an 
over the last five years the 
income of religious organiza- 
tions had risen by 16% over- 
all; in Kazakhstan the 
younger generation are 
increasingly influenced by 
religious beliefs, according to 
First Secretary Kunaev. 

From the Kremlin’s pers- 
pective the more open par- 
ticipation in religious activity 
by Central Asians has a polit- 
ical aspect, for it is seen as 
closely connected with local 
nationalism. This was hinted 


4] 


at in Gorbachev's specch to 
the 27th Congress when he 
attacked those works of art 
coming from the national 
republics which under the 
guise of national originality’ 
sought to idealise ‘reactio- 
nary nationalist and religious 
survivals’. A similar theme 
was taken up by Usman 
Khodzhaev at the Uzbek 
Congress, when he warned 
that religious prejudices 
often encouraged national- 
ism and chauvinism, thus 
were detrimental to the well- 
being of Soviet society. 


This attack on nationalist 
tendencies has been closely 
linked in recent years with 
the attempt to isolate Sovict 
Muslims from the influence 
of events in the rest of the 
Ummah. A speaker at the 
Tadzhik party congress 
pointed out that the re- 
activization of Islam in the 
USSR ‘had been fostered to 
some degree by recent events 
in certain countries of the 
surrounding region’. During 
recent years, however, con- 
cern over events on the 
Sovict southern border has 
been most apparent in the 
republic of Turkmenistan. A 

articular target here has 

en Jran’s Radio Gorgan, 
which has been accused of 
stirring up anti-Russian feel- 
ing against the non-believing 
Russians. That this radio sta- 
tion had a Turkmen audience 
was made plain by press 
accounts of believers gather- 
ing in the home of an unregis- 
tered mullah in Ashkhabad 
— where there are no mos- 
ques — to listen to, discuss 
and record Gorgan broad- 
casts. It is hard to believe 
that the Soviet authorities are 
unaware of the role of the 
cassette in spreading Imam 
Khomeini’s teachings in Iran 
during the seventies. 
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What was clear from the 
speeches of the Central 
Asian leaders was the fact 
that many local party com- 
mittees failed to take atheist 
work seriously. Usman 
Khodzhacv reminded his lis- 
teners that anti-religious 
work needed to be treated as 
an essential part of ideologi- 
cal work and that party 
organizations should cease to 
turn a blind cye to those 
communists participating in 


religious rites. Worse still, 
many ignored the fact that 
state enterprises and 
resources were used for the 
illegal manufacture of 
souvenirs embellished with 
religious sayings or the 
likenesses of religious 
leaders. 


In the spring of 1985 the 
Azarbaijan Russian language 
daily Bakinsky Rabochii 
(Baku Worker) published a 
report on the trial of a group 
involved in the illegal pro- 
duction of religious litera- 
ture. Interesting here was the 
fact that these Baku print 
workers had used the presses 
and resources of the Azarbai- 
jan Oil Ministry to produce 
books in Arabic script. 
Usman Khodzhaev’s com- 
ments suggest that the use of 
state institutions for such 
purposes is unusual. 


In explaining the renewed 
Central Asian interest in 
their Islamic heritage and 
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faith a number of factors 
need to be taken into 
account. Firstly, the increas- 
ing birth-rate in the Muslim 
areas of the Soviet Union 
with something like 4 Mus- 
lims being born for every 
Russian. This has implica- 
tions for both the Soviet 
econciay (with the prospect 
of extensive labor surpluses 
in Central Asia) and for the 
military — with some com- 
mentators suggesting that up 
to a third of the Red Army 
could be from the Muslim 
population by the end of the 
century. Thus it was interest- 
ing to find a member of the 
officially recognized Muslim 
establishment explaining the 
occasional opening of mos- 
ques in recent years in terms 
of the growing number of 
Muslims. 


Perhaps more important 
has been the influence of gre- 
ater Muslim self-awareness 
and assertiveness in the rest 


of the world, with events in 
Iran and Atghamstan —_ 


particularly significant. O 
course the differing condi- 
tions prevailing in the USSR 
should caution us against 
making predictions about the 
possibility of some sort of 
Islamic upheaval in that 
country. Rather, events in 
the Ummah should be seen 
as giving Sovict Muslims a 
greater self-confidence in 
their relations with the Rus- 
sian rulers. 

— Courizsy Crescent 














AFGHANISTAN 


BRIEFS 


GENERAL REPORTEDLY DEFECTS--Islamabad, Pakistan (Dispatches)--An Afghan Air 
Force general has defected to the Mujahideen guerrilla groups and said 
Mujahideen destroyed 40 aircraft in Afghanistan over the past year, accord- 
ing to a report Monday. The Pakistan Times, a government-owned newspaper, 
reported in a front-page story that Brig Gen Mir Alam Khan recently 
defected to Afghan Mujahideen forces and crossed into Pakistan. The 
report, which cited Afghan exile sources in the Pakistani border city of 
Peshawar, said Khan, 49, commanded the Afghan Air Force's repair facility 
at Bagram Air Base north of Kabul. The facility repairs aircraft damaged 
in battle and handled three or four planes a month, the paper quoted Khan 
as saying. The National Islamic Front of Afghanistan, one of several 
Afghan guerrilla groups based in Peshawar, confirmed Monday that Khan had 
defected about a month ago and joined its organization. [Text] [Tehran 
KAYHAN INTERNATIONAL in English 7 Jun 86 p 5] /9317 


HEAVY FIGHTING REPORTED--More than 200 members of the Soviet-Afghan forces and 
many mujahideen were killed in the course of new fighting in the provinces of 
northern, southern, and western Afghanistan in the course of the past few 
weeks, it was learned on 9 July from Western diplomatic sources and from 
resistance circles in Islamabad. The fighting was very violent in the 
northern province of Badakhshan, where up to 50 Afghan soldiers were killed or 
wounded. Afghan guerrillas attacked a village bordering on the USSR for 3 


days and destroyed six armored vehicles. Government troops, supported by the 
Soviet Air Force, heavily bombed neighboring areas last week, killing or 
injuring an unknown number of persons. In Jauze-Jan, a neighboring province, 


the mujahideen ambushed a large Soviet-Afghan column about 50 kilometers from 
the Soviet-Afghan border at the end of June. Reportedly, more than 70 Soviet 
and Afghan soldiers were put out of action. {Text] (Paris LE MONDE in French 
11 Jul 86 p 3) 5170 
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TEXT OF FINANCE ADVISER'S 1986-87 BUDGET MESSAGE 


Dhaka THE NEW NATLON in English 28 Jun 86 pp 2, 3, 4, 7 


[Article by Khoda Hafez] 


[Text] 


My Dear Fe1 Low Citizens, 


Assalamu Alaik,«m, 


Under orders o.' the President and Chief Martial Law Administrator | 
I stand before you to announce the Budgg of the Government of the | 
People’s Republic of Bangladesh for the finamcial year 1986-87. | 


Before entering into discussions on the budget and the ecogomic 


situation I would like tu» express my deep condolerices and sympathies — 


for those of our citizens who lost their lives and sulfered on account of 
various natural disasters «ind accidents during the past year. I pray 
to the Almighty Allah for the salvation of the sous of the departed. 


2. Three events stand out prominently in the: national life in 
1985-86. At the very outset f have to mention about the elections to 


_ {the Jatiya Sangshad. The nation expects that through this process 


conditions have been created for the future national activities and 
socio-economic objectives to be determined by the elected representa- 


tives of the people. It was natural to expect that the budget | 


for 1986-87 would be placed before the Jatiya Sangshad. The 
inadequate time available because of the over-riding need for 
completion of many important legal formalities did not make it possible 
to do so. The President and the Chief Mattial Law Administrator, 


therefore, decided and directed that the budget for 1986-87 will be © 


authenticated for announcement. 


The second important event of the year is the approval of the | 


Third Five Year Development Plan up to 1990. The Plan indicates 
the objectives, policies and programme of action for the 5-year period 
beginning July 1, 1985. The principal objective of the Plan is to 
mount efforts for raising the standard of living of our people through 
reduction in the extent of poverty. Annual budget and development 
programme for each of these five years will be formuliated in the 
context of the Plan. ‘Though the Third Five Year Plan was approved 


by the National Economic Council in December, 1985, the budget for, 


1985-86 was prepared basically in the context of the polic:y framework 
of the Plan : and the budget and Annual Development P1 ogramme for 
1986-87 have also been prepared on this basis. We expect that the 
valuable views and decision of the elected representatives :of the people 
will be reflected in the annual programmes and policies ina the coming 
ycars on the basis of discussions and analysis in the Jatiya Sangshad. 
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The successful launching of SAARC in December of las't year by the 
Heads of States or Governments of the seven South Asian states at their 
historic Dhaka Summit was enother memorable event in: the national 
life. We caz> he legitimately proud of Bangladesh's pioneering role in 
the evolution and formal taznching of the SAARC. SAARC will 
definitely play a meaningful role in the promotion of pe:ace, develop- 
ment and cooperation in South-Asia and in the world. 


3. At the beginning of 1985-86 the economy was facing several 
adverse factors.. GDP growth was below 4% in the previous year, 
Government resources came under severe pressure on account of relief 
and rchabilitation programmes in the context of floods and cyclones and 
natural disaster; and the need for import of unexpectedly large quan- 
tity of foodgrains left heavy burden of short-term debt. The money 
supply position in the country reached undesirable levels and the 
‘foreign exchange reserves came down to a level lower than that at the 


end of the previous year. Considering all these it will not be an | 


| exagecration to say that the year 1985-86 was a year of test for the 
nation. 


Coming to the end of 1985-86, however, it can be said that the | 


' economic situation attained a satisfactory level during the year. GDP 
zrowth rate was close to 5% and the agricultural sector grew at a rate 
higher than the previous year. But for the adverse impact on production 
of wheat and boro. total food production would have been larger. 
Due to record level of Aman production, total food production during 
the year is expected to reach a level of 16-3 million tons, and the 
agricultural sector is expected to grow by about 4-9%. In spite of 


adverse factors affecting the textile ‘and sugar industries, growth rate | 


of the industrial sector is expected to be about 10% during the year. 
But for the interruption in the supply of power and industrial strikes 
at some ‘ptaces, it would have been possible to reach a higher rate of 
growth m this sector. 


| On the whole the food situation was satisfactory during the year. 


Domestic production, import and satisfactory Govérnment stocks had 


a conducive effect on food priccs and the national average 
| wholesale ptice of coarse rice during the year declined by 
about 5% compared to the previous year. It may be mentioned 
that in the previous two years this price increased by about 
12°5% and 9% respectively. Resulting from stable food 
prices the rate of increase in overall price level was lower than 
the previous year, and it appears that the increase in cost of 
. living index will be about 10% this year. Remittances of 
Bangladeshi workers abroad which declined to a level of about 
$ 400 million in 1984-85 are expected to reach about $ 550 million 
this year. Foreign aid expenditure is expected to increase by 7-5% in 
dollar terms, and taking into account medium term assistance from the 
International Monetary Fund, forcign exchange reserves at the end of 


the year are expected to be $ 450 million. Compared to $ 2650 million - 


in the previous year imports during the current year are expected to | 


reach a level of about $ 2490 million. There was noticeable change 
in respect of food imports. In 1984-85 food imports reached a level 
of over 2-5 million ton¢, whereas this year imports will be in the 
range of 1-4—1-5 million tons. Due to decline in the price of crude 
petroleum and petroleum products in the international market, the 
import bill on this account will be about $300 million this year 
compared to about $ 380 million during the previous year. Excluding 
food and crude petrolemmn and petroleum products, import of industrial 
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raw materials, spares and components, capital goods relating to 
investment activities, and other consumable commodities is expected 
' to be higher by about 5% in 1985-86°compared to the previous year. 
This had a salutory effect on industrial production, revenue collection 
and moderation of price level during the year. 


In the beginning of 1985-86 total foodgrain stock in the hands 
of the Government was 10 lac tons. On the basis of imports, domestic 
procurement, and distribution under different heads, this stock will 
come down to about 9-5 lac tons on 30th June, 1986, whereas 
in the original budget it was expected to go up to 11°5 lac tons. 
Due to shortfall in domestic procurement and delayed shipment of 
some food imports under aid, end-year stocks will be lower than 
expected, but by the end of July, 1986 Government stocks will 
increase to a level of 10°5 lac tons. 


4. On the whole it can be said that the economy has been able 
to overcome the difficult days. of 1982-83 and has come back 
to a nofmal growth path. Government policies will have a 
major role in sustaining and improving the present level of 
growth. It is necessary to mention that the international economic 
situation is significantly affecting the course of our national economy 
and will continue to do so. Though the growth rates of the industrial 
countries are relatively at a higher level compared to the recent past, 
there has been an unprecedented decline in the prices of raw materials 
and commodities in the international market. This indicates a 
completely new change in the field of international economic 
relationship. Like many other developing countries the economy of 
Bangladesh is also suffering from the adverse impact of this change. 
Though the volume of our exports will grow by more than 20% this 
year the export prices have declined on an average by about 19%. 
Prices of raw jute and tea have declined this year by more than 45% 
compared to the Inst year. Jute goods prices have tleclined by about 
15%, and on the whole our terms of trade have deteriorated during 
the year by about 17%. Reduction in the prices of crude petroleum 


and petroleum products in the international market has produced a 
mixed impact on our economy. It is true that import bill on this 
account has declined, but side by side in the context of decline in the 
ptices of synthetic fibres, export earnings from raw jute and jute goods 
have suffered to a very large extent. Taking a total view it can be 
said that the impact of this change will be negative on our economy. 
The unprececeited decline in the price of taw materials and 
commodities exported by developing countries in the international 
market, is a matter of serious concern in the context of our future 
course of action and policy decisions. The possibility of some of the | 
targets of our Third Five Year Plan being adversely affected by the 


combined impact of these two factors cannot be ignored. You are 
aware chat because of the sharp dtcline in the international price of 


raw jute there was a corresponding fall in domestic prices as a result 
of which public sector agencies had to intervene with large amount 
of bank financing for a “buffer stock” arrangement. 


Revised Budget, 1985-86 


5. Budget estimates of total revenue receipts in 1985-86 were 
Tk. 3951 cr. In the revised estimates it has been placed at. 
Tk. 4073 cr. There will be a decline of Tk. 67 cr. under tax receipts | 
and an increase of Tk. 190 cr. under non-tax receipts. It may be. 














mentioned that total revenue income in 1985-86 will be 14% — 
compared ‘0 1984-85. 


In the originial revenue budget for this year total enpendinnsd | 
was estimated at Tk. 3313 cr. In the revised estimates this will 
increase to about Tk. 3421 cr. The main reasons for this increase 
in expenditure are certain post-budget decisions concerning pay and 
allowances of Government employees and increase in Government 
grants to non-Government, educational institutions. There will be } 
some increase in expenditure on repayment ot principal and interest 
‘of foreign loans due to change in exchange rates. On the whole 
revenue Surplus is expected toreach a figure of Tk. 652 cr. compared 
to the original estimates of Tk. 638 cr. Due to reduction in the | 
sale of foodgrains through the rationing system. cash deficit in the food | 
budget will increase by about Tk.73cr. In order to mobilize | 
resources for the Annual Development Programme medium term | 
borrowings to the extent of Tk. 140 cr. were made from non-banking | 
sources compared to the budget estimates of Tk. 65 cr. Bulk of | 
this came from investment of Provident Funds of public sector and | 
other agencies. 


6. The approved Annual Development Programme for 1985-86 
was fixed at Tk. 3826 cr. This included Tk. 1826 cr. as local currency - 
and Tk. 2000 cr. as project aid expenditure. As the overall economic 
situation in the country was stable and the budgetary developments 
were well under control, resource availability for the Annual 
Development Programme remained more or less satisfactory. Due 
to change in the exchange rate of taka project aid expenditure will 
increase to Tk. 2184 cr, Revised estimates’ of local currency expengi- 
ture has been raised to Tk. 1912 cr. from the original figure of 
Tk. 1826 cr. On this basis total expenditure under the revised Annual 
Development Programme has been fixed at Tk. 4096 xr. 


While approving the Annual Development Programme for 1985-86 
GDP growth rate during the year was estimated at $-5%. According 
to the revised estimates the GDP growth rate is expected to be 
about 4:9%. The agriculture sector is expected to grow by 4:9%, 
industries sector by 10%, energy and gas sector by 14-5% and the 
the transportation sector is estimated to grow by 5:2%. On @ 
review of the implementation of the Annual Development Programme 
it appears that concentration of attention will be necessary on 
two areas. Though the growth rate in the 
reasonable, it has to be mentioned that fertilizer during the 
year declined by 7% compared to the previous year. Si 
expansion of irrigated acreage during the year also fell below the 
target. The other important arca where increased administrative 
and technical resources have to be directed is the family planning 
and population contro) programme. Efforts in this sector will have 
to be strengthened in order to achieve the target of the Third Five 
Year Plan. In spite of many limitations it is quite evident that 
investments made in development of infrastructure and training 
facilities in this sector during the past four years have started to pay. 
Another area of the national economy where growth was below 
expectation is the private sector investment activities. The main 
reason is that due to unsatisfactory recovery of industrial and agricul- 
tural loans the programmes for expansion of lending in these sectors 
were adversely affected. On the whole it can be said that teking 
into account the prevailing international and domestic environment, 
1 growth rate of 4-9% in the GDP is reasonably satisfactory. 
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The Budget and Annual Development Programme for 1986-67. 


7. During the Second Five Year Plan on an average GDP 
growth rate was ahead of the population growth. But it wil] be no 
exaggeration to say that this did not help to reduce ipequity in the 
society... In fact, according to some indications the number of pepple 
liying below the poverty line hag probably imareased somewhat. 
This matter, therefore, attracted special attention of the Government 
using preparation of the Third Five Yeas Plan.. Efforts have been 
made to integrate and coordinate the policy directives and programmes 
under the This Five Yeas Plan keeping the object of reduction of 
poverty at the centre. In this context the most important and essential 
programmes under the Third Five Year Plan may be identified as :— 


(a) increase in agricultural production without interruption, 

(5) continyed reduction in the growth rate of population, 

(c) attaching highest priority to employment creation in public 
and private sector investment programmes, 

(d) strengthening the total efforts for increase in exports, 


(e) expanding educational and health facilities, family planning 
activities, and other social services for the relatively negiected 
and disadvantaged sections of the society. 


Efforts have been made to formulate the budget and the ADP 
for the next year, the Second Year of the Third Five Year Plan, 
keeping these objectives in view. Before further discussions on 
these issues I would like to place before you the budget and the 
programmes of the Government for 1986-87. On the basis of import | 
projection, existing taxeS, duties, fees and service charges, it has 
been cstimated that total revenue collection during 1986-87 will | 
amount to Tk. 4468 cr. Tk. 3738 cr. is expected to come from taxes 
and Tk. 730 cr. as non-tax revenue. The major heads under which 
revenue collection is expected to go up arc income tax (11%), 
custom dutics (20% ) and sales tax (35% ). Contribution of different 
public sector agencics and enterprises to the cxchequer will go down | 
substantially next year. The main reason will be reduction in the 
ipcome of Bangladesh Bank and reduction in receipts of interests from 
some agencies. 


8. In the next financial year total revenue expenditure has been | 
estimated at Tk. 3740 cr. This includes Tk. 125 cr. as unexpected | 
expenditure a major part of which will be required for maintenance 
ps ene of completed development projects. On the whole | 

is estimated to increase by 9-4% whereas revenue | 
deunn ep quad ena te OF8. The educatiog sector 
will have the single largest allocation, which willbe higher by 
Tk. 210 cr. compared to the original budget of 1985-86, and Tk. 86 cr. 
higher than the revised budget of 1985-86. Considering the hardship 
of retired Government cmployecs, it has been decided to increase the | 
net pension of those who retired before 1-6-85 by 10% with effect 
from Ist July 1986. This will entail an additional expenditure 
of Tk. Scr. 


9. Taking into account revenue receipts and expenditure, 
revenue surplus is estimated at Tk. 728 cr. Receipts and expendi- 
ture under capital transactions of the non-development, budget will 
leave a deficit of Tk. 92 cr. under this head, the major reason being , 
increased repayment of domestic and foreign loans. 


Total outlay in the food budget for 1986-87 has been estimated 
at Tk. 1423 cr. including Tk. 652 cr. as the valuation of food expected 
to be received under foreign aid. Total food imports during the 
next year has been cstimated at 1-5 million tons agd the target of 

















* domestic procurement has becn fixed at 0-5 million tons. Distribution | 
and sale from Government stocks through the public distribu- 
tion system and open market sales are estimated at 1-8 million tons 
including 0-6 million tons for the Food for Works and Vulnerable 
Group Feeding Programmes. Consistent with the declared policy 
of the Government for gradual reduction of subsidy, total subsidy . 
in the food budget during the next year has been estimated at | 
Tk. 121 cr. compared to Tk. 141 crore for 1985-86. For financing the 
net outlay of Tk. 812 cr. on ‘ood account, Tk. 652 cr. will be 
received under foreign aid and ‘he revenue budget will have a 
contribution of Tk. 273 cr., resulting in a surplus of Tk. 113 cr. which 
will be available for financing the Annual Development Programme. 
Out of the large amount of food loans contracted for import of food 
in 1984-85, the largest instalment will be repaid in 1986-87 
(Tk. 346 cr.). 


10. During 1986-87 total payment liability on account of princi- 
pal and interest of all short, medium and long term lons will come 
to about §$ 420 million. or 31% of foreign exchange earnings from 
exports and invisibles only. Taking into account the remittances 
of Bangladeshi workers abroad. however, the proportion will be 
23%. Excluding short-term food loans, the proportion will be 23% 
‘and 17% respectively. 1 have already mentioned that in 1986-87 the 
largest quantum of repayment liability on account of food loans will 
fall due. In the subsequent years repayment liability of foreign loans 
will come down substantially. 


Import target of 1986-87 has been fixed at $ 2552 million. Taking | 
into account export earnings, invisible receipts and remittances of. | 
Bangladeshi workers abroad, the balance of payment will be helped 
by expected foreign aid disbursement of $ 1518 million. It may be 
mentioned that bilateral and multilateral donors have pledged the 
highest amount of foreign aid for 1986-87. Disbursement estimates ) 
of toreign aid in 1986-87 have taken this into account. It includes 
$ 800 million as project aid, $ 468 million as commodity aid and | 
$ 250 million as food aid. Total food imports have been estimated | 
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at $ 265 million and import of crude petroleum and petroleum pro- 
ducts at $ 280 million. Excluding food and fertilizer, import of 
industrial raw-materials, spares and components, investment goods, 
capital machinery for infrastructure bu !ding, and other consumer 
goods, will amount to $ 2240 million compared to $ 2140 million in’ 
1985-86. This will help to increase overall domestic production. 
Export earnings may not grow up to expectation considering the 
international trade environment. Therefore, special efforts will have 
to be made to increase the pfoduction and exports of non-traditional 
items with a view to reaching a level of at least $ 1 billion in export 
earnings in 1986-87. Considering the international situation, it is 
anticipated that next year there will be some decline in remittances of 
Bangladeshi workers. However, considering higher disbursement of 
foreign aid, the balance of payment is expected to remain stable. On 
the basis of projected intcrnational receipts and payment obligations, 
it is estimated that foreign exchange reserves at the end of 1986-87 may 
exceed the level of $ 480 million. 


Resources for the Annual Development Programme, 1986-87. 


11. In the first week of this month the National Economic 
Council approved an Annual Development Programme for 1986-87 
for Tk. 4764 cr. This programme has been prepared on the basis 
of objectives and strategy of the Third Five Year Plan, the prevailing 
development trends and policies. and on the basis of relative priority 
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pf various sectors. Included in the programme for Tk. 4764 cr. is an 
amount of Tk. 2250 cr. to be spent in local currency including 
Tk. 250 cr. from the resource of several public sector organizations 
and autonomous bodies. The balance Tk. 2000 cr. will be mobilized 
from Government's revenue surplus, net account of capital transactions 
in the non-development budget, counterpart funds of commodity aid 
and receipts from open market sales of foodgrains. An amount of 
Tk. 2331 cr. will be available as project aid (including Tk. 540 cr. 
as reimbursable project aid for local cost financing). In order to 
ensure speedy disbursement of this level of reimbursable project aid, 
nearly Tk. 183 cr. will have to be spent in advance from Government's 
own'resources. On this basis expenditure relating to projest aid wilt - 
. add up to Tk. 2514 cr. 


| | would now like to give the details of resource mobilization for 
the Annual Devclopment Programme :— 


Taka in crore 
Revenue surplus on the basis of 


existing measures .. .... 728 
Net outcome of non-development 


capital transactions .. - —157 
Overall outcome of the food budget —273 
Extra budgetary resources... 250 
Power Dev. Board .... 150 
Others ta: &% 100 
Total internal resources .... 548 
Receipts from disbursement of foreign aid : 3779 
project aid (including reimbursable 
project aid expenditure) .. .. 2331 
counterpart funds of 
commodity nid eh. 1335 
sale proceeds of food aid ..  ,. 113 
Total resources available for the ADP : 4327 
Size of the ADP : in 4a : 4764 
Gap in resources : - 437 


12. This gap will be covered through new fiscal measures in the 
context of anticipated growth in production, progress of economic 
activities, growth in exports and imports and a stable monetary and 
price environment. These measures will be discussed in the second 
.part of my statement. At this stage I would like to mention that to 
cover a part of the gap in resources, Government will borrow funds 
from domestic sources to the extent of about Tk. 65 cr. The balance 
Tk. 372 cr. will be realised through new revenue measures. It 
may be mentioned that in 1983-84 Government raised over Tk. 200 
cr. from domestic borrowings, the bulk of which came from the bank- 
ing sector. A major part of this loan has been repaid in 1985-84, 
leaving an outstanding Government borrowing of about Tk. 60 cr, in 
the beginning of 1986-87. To meet the growing needs of development 
programmes and to relatively improve the extent of self-reliance in line 
with national objectives, there is no alternative to strengthening efforts 
for domestic resource mobilization. 


The details of sectoral and sub-se<toral allocations and project- 
wise allocation of resources have been documented by Planning Com- 
mission separately in the Annual Development Programme. Out of 
Tk. 4764 cr. programmed for development expenditure, about 
Tk. 931 cr. have been-allocated for agriculture. rural development. flood 











control and water resources development—all of whi¢h will help in the | 
growth of the agricultural sector. Allocation forthe industries sector 
| hns been determined at Tk. 710 cr.. the major part of which will be 
| spent on the Chittagong Utea Fertilizer project. For production, trans- 
| mission and distribution of power. the allocation will be Tk, 689 cr., 
‘transport and communication sector will have an allocation of 
Tk. 436 cr.. education sector Tk. 253 cr., and Tk. 375 cr. have been 
“ earmarked for development of Upazila infrastructure and bulk develop- | 
; ment grant to the Upazila Parishads. Development activities undeflaken | 
- by several public sector agencies outside the Annual Development Pro- | 
‘pramme will amount to Tk. 154 cr. and total expenditure on Food for 
‘Works Programme has been valued at Tk. 307 cr. including distribu- 
tion of 4,50,000 tons of foodgrains and about Tk. 60 cr. for repair 
‘and maintenance work. | 


13. It does not have to be reemphasised that the agricultural 
sector occupies a predominant position in Bangladesh's economy 
‘Almost 50% of the GDP is contributed by this sector and nearly 75% 
of the labour force is employed in this sector. Uninterrupted growth 
of the agricultural sector depends basically on weather conditions, 
increased input supply programme by the Government including 
expansion of irrigation facilities, expanded extension programme, and 
support price for agricultural products. Special attention will be 


given to these programmes and policies in 1986-87. 


| . Several factors were responsible for the shortfall in fertilizer 
distribution target during the year, out of which two stand’ out 
| | prominently. The first reason is limited progress in expanding 
irrigation acreage and the second one is reduction in the quantum of 
| agricultural eredit. The reason behind reduction in the distribution 
| of agricultural credit is unsatisfactory recovery position of past loans. 


In 1985-86 there was a deterioration of credit recovery rate and unless 
the situation improves the capacity of banks for expansion of agricul- 
tural credit will be severely limited. I shall revert to this subject 

|Jater. At this stage I would like to announce on behalf of the 
Government that with effect from ist July 1986 the price of urea 
fertilizer will be reduced by Tk. 200 per ton or 20 paisa per Kilogram, 
and that there will be no increase in the price of fertilizer under any 

_ circumstances during 1986-87. This measure, along with increased 
allocation of resources in the Annual Development Programme, and 
the recent decision of the Government to raise procurement prices, 
are expected to help in the realisation of the target for food production 
and growth in the agricultural sector. Food production in 1986-87 


is expected to increase by 6-8% reaching a level of about 17-4 million 
tons. 


14. The momentum that has been created in the economy during 
the current yeat through expansion of investments in various sectors | 
and reform of policies in several areas, is expected to be maintained 
in FY 1986-87 in a more favourable environment. On the basis of 
projected growth rates of various sectors and expectation of favourable 
weather conditions, it is estimated that the GDP growth rate will be 
about 5-2% in FY 86-87. The agricultural sector is expected to grow | 
by 3-6%, industries sector by 10-3%, energy and gas sector by 26%, 
transportation sector by 6:2% and growth for the other sectors has 
been estimated at 4%. 





15. The Annual Development Programme of Tk. 4764 crore is 
only a part of the total national development effort. Investment 
activities and efforts of the private sector will have to complement the 
public sector activities in order to realise the target of GDP growth. 
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Over and above, the efforts of the public and private sectors will have 
to be supported with appropriate policy packages. Keeping in view 
the target of GDP growth rate, the Import and Export policies as well 
as the Industrial policy will be formulated as instruments complemen- 
tary to the fiscal policy. The Export and Import policies for 1986-87 
will be announced in the next few days. The main objective of the 
Export policy will be to ensure the highest possible level of exports 
keeping in view that our exportables remain competitive in prices. 
The main objoctive of the import policy will be to make it more liberal 
and simplified so that availability of inputs for the industrial and 
agricultural sectors, and supply of other consumer goods are not 
constrained due to administrative and procedural formalities. Needlcss 
to say that attention will be given to protect the legitimate interests 
of domestic industrics consistent with maintenance of quality. 


16. An important supporting measure for production, exports 
and imports, is the monetary and credit policy. / Over the past 3-4 
years monetary and credit policy has been gradually reformed and 
made more realistic so that it helps to increase savings, and provide 
appropriate assistance to productive activities along with incentives 
for investment. In the background of excessive money supply in the 
previous two years, the central bank followed a cautious monetary and 
credit programme during 1985-86. The targets in,this field were to 
limit expansion of money supply to about 16% and credit expansion 
to about 15%. These targets were consistent with the requirement 
of the year’s production programme and export and import activities. 
On the basis of latest available information it is presumed that the 


growth of moncy supply and credit will remain within the — sot 


by the Central Bank. . 
Bank credit expansion took place for supporting the jute sector as 


well as the export of non-traditional goods. Credit policy for this 


purpose was pencrous and funds were made available at concessional 
ratcs in many cases. Bank credit had to be expanded significantly 
during the year in order to meet the es of jute trade and the 
- jute industry. + 

17. On the whole the price situation remained reasonable during 
1985-86. On the basis of accepted methodelogy of computation it 
appears that in the first eleven months of the year cost of living index 
increased by 9-:28% compared to 10-6% in the corresponding 
period of the previous year. An analysis of the price trends indicates 
that the rate of inflation will be contained around 10% during the 
year. The monetary and credit programme of 1986-87 has been 


prepared on the assumption of 5-2% growth in the GDP and an 


inflation rate not exceeding 10%. It has been estimated that money 
supply and bank credit will expand by 15: 2% and 15-3% respectively 
during the next financial year. According to the Central Bank this 
level of credit expansion will fully meet the requirement of all 
productive activities and priority sectors. ' 


18. An important step that is being taken to keep the price level 
' stable and downwarids in 1986-87 is to reduce the price of petroleum 
and petroleum products. The priczs of crude petroleum and refined 
petroleum products have declined considerably in the international 
market. It cannot be said as to how long this will continue. But on 
the basis of import arrangements finalised for FY ’86-87 it has been 
decided to reduce domestic prices of all petroleum products. The 
average reduction for various types of petroleum products will be 
“ about 10%. The concerned Ministry/Agency will issue necessary 
notifications in this respect. Due to reduction in the prices of 
petroleum, diesel and furnace oil. various Government agencies, public 








sector organisations as well as private sector enterprises will be able to 
reduce their transportation cost and cost of production. Reduction in 
the price of kerosene and diesel oil will help to reduce the cost of living 


of rural people and the cost of operating irrigation equipment. 


19. The recovery position of agricultural credit during the current 
year has been a matter of great concern. Fresh credit expansion will 
fall short of the targets as a large number of borrowers have not repaid 
their, loans in time. This has impaired the capacity of the banks to 
expand lending. It needs to be emphasised that the funds advanced 
by banks for agricultural credit are not Government resources, but are 
the savings and deposits of members of the public. We hope that in 
the next financial year there will be a noticeable improvement in the 
recovery of agricultural credit. Total efforts of the bank management 
and local administration will be essential for this purpose. In national 
interest combined support of the people’s representatives and leading 
members of the society in support of the bank management will be an 
important pre-condition for restoration of discipline in the field of 
agricultural credit. J would like to mentiom here that during the 
current year recovery of co-operative loans has been relatively 
satisfactory. The Co-operative Department and the Bangladesh Rural 
Development Board have actively pursued a programme for recovery 
of overdues and in many cases steps have been taken for removing 
corrupt and delinquent members from many co-operative societies. 


20. The Government have taken a number of important decisions 
in respect of recovery of overdue industrial credits. It is an important 
objective of the Government to provide incentives to investors in the 
private sector through simplified procedures. easier conditions, exten- 
sion of essential and reasonable facilities. and supporting pbdlicy 
packages. It is with this objective that the New Industrial Policy was 
announced in 1982. This poficy is being further improved and refined 
or the basis of experiences gained. It is necessary to mention here 
that Government have always taken a realistic and flexible Attitude 
towards the genuine problems of industrial entrepreneurs who 
borrowed resources from the financing institutions in the past. In the 
wake of rapid change in the exchange rate of our currency. in the post- 
liberation period, Government introduced a special scheme (EFAS) 
in 1983 to help the industrial borrowers. The scheme has been 
amended subsequently from time to time providing for additional 
facilities such as, remission of a part of dues. liberal re-scheduling 
arrangements. conversion of a part of overdues into equity for reducing 
the burden of thc projects. and waiver of penal interest and part of 

normal interes?-charges, etc. In order to vive a hearing to the points 
of view of some borrowers and to examine whether their liabilities 
have been properly computed by the DFTs, Government appointed a 
special Committce under the chairmanship of a distinguished 
economist. ‘Action has already been initiated on the basis of 
recommendations of this Committee. Considering the recommenda- 


tion of the Committee the time limit for completion of documentation 


under the EFAS has already been extended up to 3ist July 1986. 
Government expect that the defaulting borrowers will take full 
advantage of this facility. At the same time 1 want to declare in 
unequivocal terms that it will be unrealistic and in vain to expect, 
any further concession in respect of overdue liabilities. The defaulting | 
borrowers are once again requested to finalize ‘satisfactory new 











arrangements with the financing institutions. In order to strengthen 
the support of the Government to investment activities in the private 
Sector and to provide new incentives, the Government: is fully 
determined to restore discipline in the field of industrial loans. 


21. It may be recalled that in order to reform and improve the 
Situation in respect of the banking sector and regarding bank credit, 
a high level Committee was set up sometimes back for making 
recommendations. The Committee's recommendations have now 
been finalised and their Report has just been received by the 
Government. Steps will be taken to introduce necessary legal changes 
on the basis of the recommendations of this Committee in order to 
restore discipline in the banking sector, to improve the quality of 
‘service of this sector, and to control, reduce and remove corruption 
vin this sector. 


22. It has been decided to introduce significant changes in the 
‘interest structure of term loans in order to encourage investment in 
the private sector. The major objective behind these changes is to: 
provide incentives to the entrepreneurs to invest more of their equity 
‘funds in industrial projects. We hope this will also curb the tendency 
‘for misuse of bank loans. With effect from July 1, 1986, the interest 
structure of industrial loans and other term loans will be refixed as 


shown below : 
Rate of interest. 


Debt : Equity 60 : 40 12% 
Debt : Equity 70 : 30 13%’ 
Debt : Equity 80 : 20 13-5%' 


In the case of loans under these terms the rate of interest will remain 
unchanged during the life of a project. 


‘In order to improve the competitiveness of traditional exports and 
considering the reduction of their prices in the international market, 
the rate of interest on working capital for such goods and commodities 
is being reduced to 9% from the current level of 12%. It has been 
decided to revise the interest rate structure downwards in the light 
of reasonable levels of inflation in the recent years. The bank rate 
is being refixed at 10-75% from the present level of 11-25%. The 


Central Bank will separately issue detailed instructions and notification 
concerning these changes. 


‘ 


23. ‘The agriculture sector will be given special support in 
1986-87 through increase in the level of investment in this sector, 
expansion of irrigation facility and reduction in the price of fertilizer 
and diesel oil. In order to strengthen and improve the system of 
distribution of agricultural inputs, full support will be given to the 
programmes of the Bangladesh Agricultural Development Corporation 
and to the private sector. On the basis of available high stock of 
fertilizer and irrigation equipment, an enlarged programme of distri- 
bution is being taken in hand. In order to formulate recommendations 
regarding determination of fair and just price for agricultural products 
‘arrangements are being finalised by the Ministry of Agriculture for 
)setting up an Agricultural Pri€ées Commission. Needless to say that 
‘farmers will be encouraged to produce more only if they receive 
fair and remunerative prices for their products. 


it can be said with reasonable certainty that a favourable 
environment will prevail in the economy in 1986-87 which will help io 
attain i target of GDP growth rate. Adequate supply of agricultural 
inputs, industrial raw materials, increased production and distribution 
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of power, reduction in the duty and tax structure of a large number 
of industrial raw materials and inputs, and finally, reduction of 
interest rates, will help to step up economic activities and increased 
production to a great extent. Apart from this, adequate level of 
_foodgrains in the Government stock and satisfactory foreign exchangs 
reserves will also help to maintain a stable economic environment. 


‘SECOND PART 
FISCAL MEASURES 


I now turn to fiscal policy measures for the coming financial year. 
I had earlier stressed the pressing need for mobilisgtion of internal 
resources for financing expanding developmem activities. Tax 
revenue accounts for about 80 per cent, @f the Government's total 
receipts. Naturally fiscal policy considerations for the ooming 
financial year have been influenced by this factor for mobilising 
additional resources. The following basic objectives have been kept 
in view in formulating these policy measures : 


(a) to protect the legitimate interests of the domestic industry, 
(6) to counter illegal entry of goods evading customs duty, 


(c) to encourage and support investment, production, export and 
expansion of employment opportunities, 


(d) to provide relief to general consumers, whenever possible, by 
reducing duties, 


(e) to simplify and rationalise assessment and collection of taxes 
and duties, and 


(f) to streamline and strengthen tax administration by amending 
the relevant laws and procedures to check tax evasion. 


Import Duties and Sales Tax : 


2. As in the past, this year too, customs duty is not being treated 
' merely as a tool for raising revenue. Rather it is being used as an 
instrument for helping increase in production, generating employment 
and to stabilize prices of consumer goods. Besides, customs policy 
‘measures have been designed to assist export growth. Procedural 
improvements are being introduced in the administration of duty 
drawback and duty refunds against exports and necessary organisa- 
tional setup will be put in place to implement this programme. 


3. Reductions in customs duty and sales tax aimed at expansion 
of domestic industry and increasing production, are as follows :— 


~""" (a) BP. 'Sheet..-Duity on B.P. sheet, a raw material for locally” 
manufactured C.1. sheet, has been reduced to 20 per cent. 
from the existing 50 per cent. However, sales tax will now 
be realised at the rate of 10 per cent. Only local industries 
engaged in the manufacture of C.I. sheet will be eligible to 
pay duty at the reduced rate up to the extent of their annual 
import entitlement for B.P. sheet. 


(b) Neutral glass bottle USP type-1 and printed pilferage proof 
cap are packing materials for pharmaceutical industry. 
Neutral glass bottle is not manufactured locally. Its import 
cost is also very high. On the other hand, local production 
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__ of printed pilferage proof cap is not adequate to meet the 


demand. There is 20 per cent. sales tax on both.the items 
with 100 per cent. duty on neutral glass bottle and 150 per 
cent. duty on pilfer proof cap. In order to help bring 
down the cost of pharmaceutical products, 20 per cent. sales 
tax now chargeable on neutral glass bottle has been with- 
drawn and the duty o.: pilfer proof cap has been reduced 
from 150 per cent. to 50 per cent. 


(c) For the sake of expansion of small and cottage industries in 


(d) 


the country and to provide incentives for use of local raw 
materials, duty on capital machinery imported by industries 
to be set up in the BSCIC industrial estates, and by indus- 
tries using 70 per cent local raw material, has been reduced 
from the existing 10 per cent to 24 per cent irrespective of 
location. Besides, duty on comber pins, a spare part of 
textile industry has been reduced from 150 per cent to 50 
per cent, and 20 per cent sales tax now chargeable, has been 
withdrawn. 


To meet the demand of clocks and watches and to counter 
smuggling, duty rate on these items have been reduced from 
150 per cent and 100, per cent respectively to 50 per cent. 
Besides, the existing 20 per cent duty on parts and 
components for assembly of watches has been retained and 
the same rate has been made applicable to parts and compd- 
nents of clocks also. The duty on parts and components 
of table fan has been brought down from the existing 150 to 
50 per cent. | R 


(e) To provide incentive to food processing industries 20 per 


(f) 


cent sales tax leviable on its packing materials like, glass 
bottle, jar, pots, etc., has been exempted. This facility will 
be available to recognised industrial units only up to their 
annual import entitlement. To encourage local cigarette 
manufacturers to produce superior quality cigarettes, duty 
on unmanufactured tobacco imported up to their annual 
entitlement has been refixed at 20 per cent as against the 
existing 24 per cent duty and 20 per cent sales tax. 


There are a number of assembly industries in the country 
which were set up with condition of progressive manufacture 
of components. However, this condition is rarely fulfilled 
and the entrepreneurs go on importing the product in CKD 
condition year after year. In order to discourage this trend, 
some measures were adopted in the last budget. Now it, 
has been decided that industries which would speed up) 
progressive manufacture of components would be considered 
for concessional rates of import duty and excise duty linked 
to their performance. 


4. Textile sector is facing an acute crisis on account of unautho- 
rised entry of fabrics and yarn evading duties and taxes. To counter 
the situation, a policy package of incentive and preventive measures has 
been evolved. Its salient features are:— 


(a) 


In order to reduce the cost of locally produced yarn and 
fabric extensive duty, concessions have been allowed. 
Customs duty and regulatory duty on inputs of yarn, i.e., 
raw cotton, synthetic fibre, viscose staple fibre and nylon 
chips have been withdrawn. These items are not chargeable 
to sales tax even now. Duty on textile dyes has been 
reduced from the existing 50 per cent to 20 per cent. Sales 
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tax leviable at 20 per cent on it will, however, remain 
unchanged. 

(b) At present, single count yarn is Chargeable to duty at 20 pet 
cent plus regulatory duty at 15 per cent. Regulatory duty 
on this item has been reduced to 5 per cent. This means 
that single count yarn will not be chargeable to duty at 20 
per cent and regulatory duty at 5 per cent. The rate of 
import duty on plied and twisted yarn has been reduced 
from the existing 50 per cent to 20 per cent. However, a 
regulatory duty at 15 per cent will now be charged on the 
item, bringing the total duty on the item to 35 per cent. 
Sales tax on both the items will remain unchanged at 20 per 
cent. These rates have been fixed keeping in view the need 
to protect locally produced yarn from uneven competition. 


(c) Inputs of industry engaged in the production of viscose fibre 
and rayon yarn will be accorded concessionary rates. I 
hope that the local manufacturers of yarn and fabfics will 
take full advantage of these concessions, improve the 
quality of their products and reduce their prices to extend 
the benefits of these concessions to the users and consumers. 


(4). According to available data, the country’s annual require- 
ment of fabrics is 100 crore yards and production through 
mills and handlooms is around 60 crore yards. A part 
the demand gap is met through import of secdéndha 
clothing. The present rates of duty on fabrics is very high. 
With duty at 150 per cent and sales tax at 20 per cent, the 
total incidence stands at 200 per cent. We are still not 
self-sufficient in fabrics and import cannot be avoided. On 
the contrary, high rate of duty on fabric discourages its 
regular import. Taking advantage of this vacuum, fabric is 
being brouglit into the country through unauthorised channels 
by evading duties and taxes. Nor does the present duty 
structure protect the interests of the domestic manufactures 
as they have to compete with non-duty-paid imported fabrics 
brought. through unauthorised means. Government also is 
being deprived of revenue. After detailed analysis of the 
ovetall situation, duty on fabrics has been reduced to 100 
per cent from the existing 150 per cent and sales tax has 


been withdrawn. Simultaneously tariff value has been 

. fixed at appropriate level. Cost of production of local 
fabrics still remains much lower than the import cost of | 
fabrics at the revised rate of duty. In addition, import of 
fabric will be regulated through appropriate import policy 
measures. / 


5. In order to enable local producers of salt to survive in 
competition with imported salt and to ensure fair price to the growers, . 
duty and'sales tax on salt has been raised from 10 and 10 per cent 
to 20 and 20 per cent respectively. To help locally produce: 
paracetamol compete with imported paracetamol, the present 5 per 
cent duty on raw material of paracetamol has been withdrawn. 


6. Duty on edible palm vil had been reduced from 50 per cent 
to 20 per cent when international prices had gone up. International 
price of edible palm oil has now come down to less than half of 
the price prevailing last year. Under the changed circumstances, 
duty on palm oil has been raised to 50 per cent and a 20 per cent 








sales tax has been made leviable on the item.’ Tariff value of palm | 
oil and palm stearine has been revised. In order to maintain 
uniformity in the rates of duty and sales tax of edible oils, refines 
soyabean oil has also been made liable to duty at 50 per cent with 
20 per cent. sales tax. Crude soyabean oil will, however, continuc 
to enjoy total exemption from duty and sales tax. Despite th? 
enhancement of duty because of the extent of fall in internationa! 
price there will be no justifiable ground for price’ increase of palin 
and soyabean oils despite duty enhancement. 


7. International market price of coconut oil has come down th 
one-third of the price prevailing during the last year Duty on the 
item has now been raised from the 20 to 50 per cent. ? 


8. Somie industrial units have been sanctioned to refine olive 
oil in the country. Both crude and refined olive oil is chargeable 
to duty at 50 per cent with 20 per cent sales tax. In order to help » 
the locally refined olive oil survive in competition with imported 
refined olive oil, duty on crude olive oil has been reduced to 20 pet 
cent from existing 50 per cent. This concession will be. available 
only to the concerned industrial units up to annual import entitlement 
and if imported in bulk packing. 


9. To protect the legitimate interests of locally produced diesel 
engines, duty on it has been enhanced from 50 per cent to 100 per 
cent. To facilitate the locally ball-point pen to compete 
with imported ones, duty on ballpoint has been reduced from 100 per 
cent. to 50 per cent. 


10. Tyre cord fabrics are used for manufacture of different 
varieties of tyre. Tiiese can be used for the manufacture of fishing 
nets also. However, duty is chargeable at 50 per cent only when 
the item is itnported by the manufacturer of tyres whereas duty at 
the rate of 300 per cent is charged when it is imported by the 
manufacturer of fishing nets. The item will henceforth be charged- 
at the same rate of duty of 50 per cent when imported for manufacture 
of both tyres and fishing nets but up to annual import entitlement only. 


11. The standard rate of duty on chemicals is 50 per cent. 
Only amine and amide function compounds and diazo, azo and’ azoxy 
compound are chargeable to duty at 20 per cent. In order to check 
evasion and harmonize rates, duty on these items have also been 
fixed at 50 per cent. On the same considerations, duty concession 
on capacitor has been withdrawn and the item has been made 
chargeable to same duty rate applicable to spares, /.e. 50 per cent. 


12. Price of crude petroleum oil has gone down in the’ 
international market and internal prices of petroleum products also 
have been reduced. There is no duty or sales tax on crude petroleum 
at present. Considering the extent of fall in international price, 
duty at the rate of Taka 1,000-00 per metric ton has been levied 
on the item. Dury structure of refined petroleum products has 
rationalised. Simultaneously, development surcharge on m 
products has been withdrawn. Even after these duty adjustments, 
price of petrol, kerosene, diesel and furnace oil etc. will be reduced 
by ten per cent. on average from their present levels. 


13. (&) Demand for bus, truck and minibus bas gone up because 
of the improvement of road communication system and extension of 
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road links to upazila. Considering this situation, sales tax now 
chargeable at 20 per cent. on imported built-up bus and truck is 
withdrawn. Customs duty rate at 50 per cent. will remain unchanged. 
The same rate of duty will apply to semi-knock down (SKD) bus 
and truck. The present 20 per cent. duty on built-up and SKD 
minibus with total exemption of sales tax, will continue. Moreover, 
duty on petrol driven CKD minibus has been reduced from the existing 
20 per cent. to 10 per cent and sales tax exemption will continue. 
Duty on CKD bus and truck will remain unchanged at 20 per cent. 


with total exemption of sales tax. However, excise duty now 


chargeable on bus and truck body-building has been withdrawn. The 
income accrued on passenger bus and launch will enjoy 50 per cent. 
concession on the chargeable income tax. Because of all these 
measures, it is hoped that the supply position of bus, truck and 
minibus will improve and a portion of the benefit arising out of these 
concessions Will be passed on to the passengers. 


(6) For the purpose of assessment of duty, a car fitted with 


airconditioner/aircooler, power brake and power steering now moves 
to the slab next higher to the slab applicable to it on engine capacity 
basis. Reconditioned cars are often found fitted with airconditioners 


. even if the importer did not order it. As a result, importers are 
made to bear the burden of additional duties and taxes. With 
technology advance, power brake and power steering also are no longer 
treated as luxury fittings. In consideration of all these factors, it has 
been decided to realise duty and sales tax at normal rates applicable 


to the motor vehicles. But airconditioner or aircooler will be charged - 


to duty, sales tax and regulatory duty on tariff value at rates applicable 
to these items. , 


14. Considering the scarcity of urban land and the need tc 
encourage construction of multistoried buildings, lifts had earlier been 
made chargeable to 20 per cent duty with total exemption of sales tax. 
Spare parts of lifts are, howeVer, chargeable to duty at 100 per cent 


with 20 per cent sales tax at present. In order to reduce the cost of » 


repair and maintenance of lifts, duty on spare parts of lifts has been 
reduced to 50 per cent with total exemption of sales tax. 


15. A number of life saving drugs already enjoy duty exemption. 
But phychotropic and anaesthetic drugs are not so exempt. In order 
to make them cheaper, duty on them has been withdrawn. 


16. In order to facilitate wider use of agricultural pesticides at 
lower cost to help protect crops, pesticides recently marketed in the 
country have also been exempted from payment of duty and sales tax. 
Fish for spawning (pona) has been exempted from the whole of duty 
and sales tax with the aim of maximising production of fish through 
import of improved variety of ‘pona’. In order to encourage increased 
production of shrimp through application of scientific methods and 
thus earn more foreign exchange through higher exports, duty and 
sales tax on Artemia (a food for the shrimp larvae) and Rotenon 
(a chemical which destroys killer fish and insects but is not harmful 
to the larvae) has been totally exempted. Spare parts and safety 
equipment having exclusive use in deep sea fishing and IWT industries 
have been made chargeable to duty at the rate of 20 per cent by 
reducing the existing rate of 50 per cent. On this consideration, this 
concessional rate of duty of 20 per cent has been made applicable to 
floats. Spare parts and safety equipments having alternate uses will, 








however, continue to attract duty at 100 per cent as at present. 
Fresh fruits, including those grown in the country as well enjoy 
concessional sales tax of 10 per cent when imported. The concession 
is hereby withdrawn. 


17. A number of items were made chargeable to regulatory duty 
in 1985-86 budget because of imposition of ban on their import. 
Continuation of regulatory duty on such items is no longer meaningful. 
Therefore, regulatory duty on such items like, duplicating ink, shoe — 
lace, G.I. pipe up to 8” dia, stappling pim, black and white television, 
insulator, ball point pen of C&F value up to Taka 6-00 per piece and 
wood pencil of C&F value not exceeding Taka 18-00 per dozen have 
been withdrawn. Items on which regulatory duty were imposed in 
the 1985-86 budget in order to protect the interest of local industries 
will, however, continue to be charged this year also at the same rates. 

34. Tariff vabugs on different items have been refixed to conform, 
| a8. fax an possible, to their international prices. The coverage of items — 
_ subject 4o tariff value has also been expanded to facilitate prompt 
customs clearance and minimise controversy. This year, tariff value 
has been fixed for chalk powder, zimc ingot, mosquito coils different 
varieties of paper and paper board, @irconditioner/aircooler for motot 
vehicles, tyres and tubes of motor vehicles. National Board of 
Revenue is issuing the necessary notifications in this respect. 


19. On the basis of recommendation of Tariff Commission, duty 
on raw materials of stretch nylon yarn and urea formaldehyde 
compound has been reduced while a sales tax of 20 per cent has been 
imposed on mosquito coil, keeping the duty on the item unchanged 
at 50 per cent. Paraformaldehyde, = raw material for Ureaformal- 
dehyde moulding compound, has been made chargeable to duty 
at 20 per cent. Duty on nylon’ filament yarn, a raw material for 
stretch nylon yarn, has been reduced to 10 per cent from the existing 
20 per cent and sales tax has been wholly exempted. These 
concessional rates of duty and taxes shall however be applicable only 
to the recognised industrial units up to their annual import entitlement. 


20. The Passengess (Non-Tourists) Baggage (Imports) Rules 
have been simplified and rearranged. Introduction of red and green 
channels on an experimental basis at the Dhaka Zia International 
Airport is under active consideration to facilitate quicker passenger 
clearance in view of the greater number of passengers arrivals by wide 
bodied aircrafts. It would mean that the passengers who do not 
possess dutiable godds will’ pass the customs area through the green 
channel without customs check. This is specifically the reason for which 
the Baggage Roles ‘have to. be simplified. The new Baggage Rules 
have two principal aspects. In order to check misuse of concession 
granted under the Baggage Roles, concessions admissible to passengers 
returning home after short’ visits have been curtailed. Although 
passengers will still be: able to bring in personal effects, such as 
wearing apparels, gift allowance has been halved for a second visit 
during the same year and for subsequent visits the concession has 
been totally withdrawn. It has been observed that under the cover 
of additional baggage allowance, goods wese being brought for trading 
purposes, though on payment of duties and taxes. This concession 
has been withdrawn. To counter misuse of Customs ‘A’ Forum, 4 
time limit has been fixed for shipment and arrival of passengers’ 
baggage. On the other hand, baggage concessions have been widened 
for passengers, including wage earners, staying abroad for longer 
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duration. These include, increase in the entitlements and duty 
exemption on small items. Besides, a professional will be entitled 
to import a personal computer of value not exceeding Taka 60,000-00 
for personal use on payrnent of duty at 20 per cent. provided the 
period of stay abroad exceeds six months. Professional equipments 
for personal use may also be imported on payment of duty at the 
rate of 25 per cent. of the chargeable rate. In order to check illegal 
entry, of cordless and digital telephone sets, these items have been 
made permissible for import under the Baggage Rules on payment 
of duty and subject to clearance from the Telephone Department. 


21. The Transfer of Residence Rules have been aligned witn 
the Passengers (Non-Tourists) Baggage (Import) Rules. This means 
that the same concessionary rate of duty will apply in the case goods 
imported under the Transfer of Residence Rules also, and no sales 
tax will be charged. Physicians, dentists, engineers, architects and 
accountants will be eligible to import professional equipments up to 
Taka 30,000-00 in value for their personal use under the Transfer 
of Residence Rules in addition to the normal allowance under these 
rules Besides, professionals may import a personal computer valued 
not exceeding Taka 60,000-00 (sixty thousand taka) under the 
Transfer of Residence Rules for personal use on payment of 20 per 
cent. duty in addition to the normal allowance under these rules. 


22. In addition to the measures I have described so far, customs 
duty rates have been simplified, anomalies removed and a number of 
provisions of the Customs Act. 1969, have been amended and updated 
to make its application easier and more realistic. Among these, 
enhancement of the amount of penalty under section 156 is 


noteworthy. 
Bucise duty: 
I will now turn to the measures relating to excise duty. 


23. With a view to reducing’ production cost, the highest rate of 
30 per cent. excise duty has been reduced to 25 per cent. on items 
whith, are assessed on ad valorem basis. In order to encourage 
Cottage industry the coverage of excise duty exemption to this sector 
has been expanded. Cottage industries which have invested not more 
than one lakh taka in machinery and do not employ mote than 15 | 
Nersons will now enioy excise duty cxemption im general. However, 
biris, bricks, cigarettes, tea, paints and varnishes, toothpaste, medicine, 
gold jewellery, disinfectants and pesticides have been excluded from 
this exemption as these are different from cottage industry in character. 


24. Although machine-made bread is subject to excise duty, 
there is no levy of excise duty on manually made bread. To remove 
this anomally, excise duty on bread is withdrawn. I shall expect this 
to be reflected in the selling price of bread. 


25. At present, much of the production capacity of jute carpet . 
mills in the country are lying unutilised. To stimulate domestic 
demand by reducing price of jute caipets as also to increase use of 
jute, excise duty at 25 per cent. ad valorem now levied on jute carpet, 
has been reduced to 10 per cent ad valorem. Excise duty will be 
collected at the same rate on synthetic carpets also. 
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26. Some projects have bren set up to recycle waste paper. To 
provide incentives at the initial stage, cxcise duiy exemption has been 
granted to these projects up to 30th June, 1987. Excise duty 
exemption will continue up to 30th Junc, 1987 on soya protein 
biscuits. Besides, as I have mentioned cariier excise duty has been 
withdrawn on the assembly and body-building of bus, truck and 
lorries. 


27. Cigarette is one of the principal sources of excise revenue. 
It is a matter of great regret that ‘he bulk of high quality cigarettes 
consumed, in the country, enter through unauthorised channels. Such 
a situation cannot be allowed to coftinue. Production, of 555 
State Express international brand cigarette has started in the country 
last year. ‘This cigarette is presently wiarket¢ed at tika 28 per packet. 
Duty rate on superior quality cigarettes, which is quite high, has been 
reduced to some extent. As a result, such brands of cigarette will 
be available in the market at taka 24 per packct helping it to compete 
with cigarettes brought through unauthorised channels. Due to 
rationalisation, duty rates on medium quality cigarettes will go up to 
some extent but duty rate on lowest quality cigarettes will remain 
unchanged. 


28. As you know, gas is one of our principal natural resources. 
Hundreds of crores of taka are being invested to raise its production 
and supply. Besides, its price is still very low compared to other 
suurces of energy. As such, the price of natural gas is being raised 
by 20 per cent. of its present level. Of this increase, 85 per cent. 
will go to the exchequer as excise duty and the rest 15 per cent. will be 
ceded to the gas companies. In spite of this, there will be no meed 
to increase the price of fertiliser and electricity because of other 
measures taken. The increase in price for gas used domestically will 
be limited to 10 per cent. For one-burner domestic gas cooker, the 
monthly gas bill will be taka 66 in place of present taka 60 and for 
two burners, the bill will be Tk. 110 in place of the present 100 
taka. Concerned ministry/agency will issue detailed notification 
with regard to the new price for industrial, commercial and seasonal 
gas connections. 


29. Last year, for the purpose of excise duty we increased the 
rated capacity, i.e., the rate of utilisation of seats in the cinema halls, 
for mufassil areas and upgraded district towns. This year, capacity 
rate for the purpose of assessment to excise duty for airconditioned 
cinema houses has been raised from present 50 and 45 per cent. to 
55 and SO per cent. for Dhaka and Chittagong metropolitan areas, 
respectively. For the rest of the cinema houses located in these areas, 
the rate has been raised to 40 per cent. from its present 35 per cent. 
From now on, to ensure regular realisation of excise duty on cinema 
houses “no arear” certificate from the concerned excise authority 
will be necessary before renewal of cinema exhibition licences. 


~" 30 Considetiag’ the ‘reduction of price of petroleum products 
im.the international market. its domestic. seiling- price has been 
reduced. Simultaneously, due to rationalisation of cxcise. duty, 
revenue will go up to some extent under this head. 


31. Condensate is a mineral which comes out with the flow of 
gas. It is composed of motor spirit and high speed diesel. The 
rate of excise duty on it is low compared to the rate of excise duty 
on natural gas. Under these circumstances, excise daty on conden-. 
sate is raised to Tk.2-65 in place of the present Tk. 1-32 per litre. 
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32. Other changes made with regard to excise duty are raising 
of minimum levy on video cassette shops, located in Dhaka and 
Chittagong metropolitan areas, from Tk. 25,000 to taka one lakh, 
introducing four slabs of duty rates in place of the present three on 
electric fans and ceatinuation of levy of regulatory duty on all items 
except jute products during the next financial yeas. . 


‘33. There is still some tendency of evasion and malpractice 
with regard to payment of excise duty. Excise department is being. 
strengthened so that government is not deprived of due revenue. 
Organisationally. excise administration has been restructured with a 
view to strengthening audit of all industrial units, scrutinizing all 
reports, returns, etc., gin particular, and for closer monitoring of 
movement of goods to prevent clearance without payment of duty. 


Narcotics and Liquor 


34. The menace of drug abuse has spread throughout the world. 
Many countries have increased penalties under their laws with a view 
to countering all types of. drug abuse. , Penalties prescribed under 
the existing laws of our country are comparatively low. Under the 
circumstances, penalties prescribed by the Opium Act, 1978, Excise 
Act, 1909, and the Dangerous Drugs Act, 1930, have been substan- 
tially raised through appropriate amendments. Besides, a lowest . 
limit of two years’ imprisonment has been provided under the Opium 
and the Dangerous Drugs Acts: 


Direct Tax : ) 

Income tax is the most important of all direct taxes. It is not only 
a principal source of revenue—its role in maintaining socio-economic 
balance is considerable. Ie arder }.ralionalise the tax. system further 
and make it more realistic, sospe mcasures have been introduced this 
year also. 

I now proceed to outline these mcasures in brief. 


35. To encourage more investment in passenger transport sector, 
existing provision for rebate of 25% of tax attributable to income 
from plying of passenger buses and passenger launches has been raised 
to 50%. I have already mentioned this earlier. It is hoped that this 
measure will help improve facilities provided to passengers as well. 


36. To encourage higher production and consequently generation 
of more employment, a system of tax rebate has been provided for 
small and cottage industries. If the volume of production in small 
and cottage industries increases by more than fifteen per cent. over 
the preceding year, a rebate of 24% will be al'owed. This rebate will 
go up to 5% if the volume of production increases by more than 25% 
over the preceding year. This facility will be available only in less 
developed and least developed areas. 


37. To encourage establishment of publicly traded companies 
and thereby help activate the Stock Exchange also, dividends paid out 
of tax holiday period profit of publicly traded companies have been 
exempted from income tax. 


38. In view of increase in price, the value limit for the purpose 
of depreciation allowance of motor vehicles not plying for hire, has 
been raised from Tk. 2,00,000 to Tk. 2,50,000. 


39. In determining the quantum of investment allowance, at 
present the procecds of savings certificates encashed on maturity is 
also deductible from the purchase of certificates made in that year. 
This provision is not conducive to savings. So this has been 
abolished. 
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40. Under the existing provisions, simple interest @15% is 
charged on delayed payments of income tax. Consistent with this 
provision, the present rate of interest allowed to assessees on account 
of delay in payment of refunds to them has been raised from 12% 


to. 15%. 


41. For the purpose of calculating capital gains, provision has | 
begn made to adopt the value of the assets in question as on the date 
of inheritance, giit, bequest or will, instead of the existing provision 
of adoption of the actual cost to the previovs owner. 


‘ 


42. The present exemption of interest from bank deposits 1s 
Tk. 15,000. Consistent with this, existing minimum limit of 
Tk. 5,000 for the purpose of furnishing annual statement of the 
payment of intercst by banks as provided by the law, has been raised 
to Tk. 15,000. 


43. Last year, a rule was framed prescribing the rates for 
allowances in respect of publicity and advertisement in pursuance of 
section 30 of the Income Tax Ordinance. It has been represented by 
different quarters that this provision has placed new and comparatively 
small industries, particularly those whose turnover depend on effective 
advertisement, in a difficult situation. In these circumstances, this 
rule is being kept in abeyance for further examination. 


44. The present time limit for submitting application for tax 
holiday is 120 days. This has been extended to 180 days for. the 
benefit of the assessecs. 


45. The rate schedule of current assessment year has been made 
applicable for computing tax in respect of income from salaries and 
interest on securities. This will help simplify tax calculation of 
income from these sources. 


46. In the past few years, house rent has substantially increased 
in big cities and smaller towns as well. Existing allowance for 
repairing cost of the houses @ 1/Sth of the annual value appears to 
be excessive. This has been reduced to 1/6th of the annual value. 


47. A number of inducements have been provided by the 
Government in the past few years to encourage assessees to disclose 
their correct income voluntarily. Rates of inc.1ne tax for individuals 
were substantially reduced last year and the highest quantum of tax was 
fixed at one-third of income. However, it appears that tax payers still 
have certain hesitance about these measures. Many of them consider 
it unlikely that the tax authority would accept a return even if it 
discloses the correct income and may, instead, question the bona fide 
of such declaration. In this Context, it may be mentioned that under 
the tax laws, the sources of income aie (@) salaries, (b) interest on 
securities, (c) income from house property, (d) agricultural income, 
(e) income from business or profession, (f) capital gains and 
(g) income from other sources. Sources of income, other than the 
last named one, are ticd to a specific activity or vocation, such as 
business, service, profession, etc. For income tax authority, it is rather 
difficult to assess income from these sources without asking questions, 
But “income from other sources” stand on a different footing. Taking 
relevant factors into consideration, it has been decided that to induce 
assessees to disclose correct income, income declared under the head 
“income from otlier sources” by individual asscssees in the income 








tax return for 1985-87 would be accepted without any questions being 
asked. This facility will be available only to those individual] assessees 
who declare at least Tk. 2.50,000 as “income from other sources” and 
pay the tax on the declared income at the time of filing the return. 
However, assessees against whom notices have been served for taking 
penal measures for tax evasion, will not qualify for this benefit. 


48. If the tendency to evade tax persists despite the facilities 
provided for inducing voluntary tax compliance, Government will have 
no alternative but increasingly to take recourse to strong preventive 
measures. To this end, steps have becn taken to strengthen the tax 
administration and make it more effective. Under the existing 
provisions of law. ‘survey’ and ‘search’ operations are limited to the 
Commissioners of Taxes within their respective areas of jurisdiction. 
From now on. survey and search for seizure of documents and other 
evidence to establish tax evasion will be conducted centrally on a 
national basis under a Senior Commissioner of Taxes (Survey, Search 
and Seizure), who will be placed directly under the functional control 
of the National Board of Revenue. Necessary institutional framework 
is being set up for this purpose. The scope of the Income Tax Reward 
Order for detection of cases of tax evasion is also being expanded. 


49. Tukinrg into. consideration the response of assessees to self 
assessment procedure, it has been decided to retain the facility for this 
year also. However, for new -assessces engaged: in business or 
profession, the ceiling for induction of initial capital without any 
questions being asked, has been refixed at Tk. 1:50 lakh to bring it 
in conformity with the existing exemption limit of Tk.30,000. ' 


Additional fiscal incentives for industries set ap in Export Processing 
Zone. | 


50. (A) Income Tax—Following additional facilities are being 
extended to industries set up in the Export Processing Zones : 
(i) New “hitech” industries will be allowed tax holiday for ten 
years; 

(4i) Exemption will be allowed to 50% of the tax attributable 
to export sales after expiry of the tax holiday period of 5 or 

: 10 years, as the case may be; 

(iii) Dividend income of non-resident shereholders will be exempt 
from tax during the tax holiday period. This exemption 
will also be available after the tax holiday period if the 
dividend income ¢s reinvested in the same project; 

(iv) Accelerated depreciation to the extent of hundred per cent. 
of the actual cost of machinery or plant will be allowed to 
a hitech electronic industry during the tax holiday period. 


(B) Excise Duty—The Excises and Salt Act, 1944 has been 


suitably amended exempting manufacturers in the Export Processing 


Zones from excise control and payment of excise duty. 


(C) Stamp Duty—-Stamp duty has been exempted on land 
allotted in the .Export Processing Zones. 


Other taxes: 


51. Now, a few words about direct taxes other than income tax : 
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Wealth tax : 


Agprepate of income tax and wealth tax was fixed at a maximum 
of 60% of total income in 1981 as the highest slab rate of income tax 
was 60% at that time. Highest rate of income tax was reduced to 
50% last year. Accordingly, it has been decided to reduce the 
aggregate of income tax and wealth tax from 60% to 50% of the total 
income. 


Additional tax on transfer of immovable property : 


52. Price of immovable property, especially landed property, has 
appreciated considerably but Immovable Properties Transfer Tax has 
remained unchanged at 1% since 1960. -Immovable properties 
transfer tax is now being enhanced from 1% to 2%. 


Foreign travel tax : 


53. At present Bangladeshi nationals have to pay taka 50 per 
foreign travel by land and taka 200 for travel by sea. Compared to 
tax rate for fdreign travel by air, these rates aie quite low. In order 
to rationaiise these rates, taxes for foreign travel by land and by sea 
have been refixed at taka 100 and taka 400 respectively, per travel. 


Air ticket tax: 


54. Tax on air ticket is imposed in many countries to raise 
Government revenue. It is now proposed to impose a tax of Tk. 30 
on air tickets for each domestic journey and Tk. 100 for each 
international journey. This tax on air tickets will be realised with 
effect from Ist August, 1986. | 


Refixation of miscellancous fees relating to motor vehicles : 


55. Motor vehicle fees, such as, driving licence, fitness certificate, 
registration fees, etc., are rather low. These fees are being enhanced 
to some extent. 

Turnover tax : 


56. Turnover tax at the rate of 2% on commission earned 
being levied on indenting firms. 


57. ‘Tbe new fiscal measures outlined so far, will yield an additional ! 
revenue of Tk. 363 crore under the following heads : 





Customs Duty and Sales Tax .. 209-00 crore 
Excise Duty .. 90°65 crore, 
Income Tax .. 38°85 crore” 
Other Taxcs .. 24-50 crore 

363-00 crore 


Details of these are given in the annexures. 


Non-tax Revenue. 


Postal Department : 


58. Post Office is a service-oriented department providing an 
essential service to the peuple with the help of heavy Government 
subsidy. In the year 1984-85, the deficit in this sector was 
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Tk. 17°58 croie. In the.financial year 1986-87 it is estimated that 
the deficit will rise to Jk. 27-61 crore. It is imperative to take 
some measuics to reduce the deficit. In view of the depreciation 
of the value of taka and increase in international postal rates, postal 
charges for overseas mails is being enhanced by 50%. This 
enhancement is expected to yicld an additional revenue of Tk. | crore. 


Telephone Department : 


59. Bangladesh T and T Board is a service-oriented Government 
organisation run on commercial basis. Demand for telephone is 
continuously on the increase. At the same time, expenses for main- 
taining the quality of services provided by the department have 
increased considerably. Under the circumstances, the following 
measures have been adopted for mobilising resources : 


(i) Charge for each telephone call is increased from taka 1-00 
to Tk. 1-10 for subscribers of exchanges having 400 lines 


or more. , 
(ii) Telephone installation charges in Dhaka, Chittagong and 


Kuulna multi-exchange regions are being increased from 
Taka 2,000-00 to Taka 2,500-00. 


It is to be noted thai these enhancemeats will affect only the relatively 
aflluent subscribers in big citics. Service charges for subscribers of 
small exchanges in the rural areas wili remain unchanged. These 
Ineasures ate expected to yicld an additional net revenue of Taka 8 crore 
‘in the financial year under consideration. 


6U. An additional revenue of [k. 372 crore will thus be realised 
through measures mentioned so far to close the gap in resources for 
the ADP. it 1s necessary to mention that the Government will incur 
substantial loss of revenue as a result of the new fiscal measures _ 
relating to the textile industry. The Government is accepting this 
loss of revenue in order to safeguard the interest of textile industry, 
for giving encouragement to domestic production, for checking 
smuggling and for expanding employment opportunities. Govern- 
ment’s total earnings will be considerably reduced as a result of 
reduction in the price of petroleum products. This has been done 
in the interest-of general public, especially the rural population, and 
for reducing cost of production as well as of transportation. Because 
of the fall in international prices, sale prices of the items on which new 
customs duties have been imposed would still remain at levels lower 
than the present ones. 


My dear fellow citizens, 


61. Bangladesh is onc of the least developed of the developing 
countries. Even then the progress and success that has been achieved 
in many spheres are not insignificant. On the whole the growth rate 
of food production has kept ahead of the rate of growth of population, 
there has been no death duc to starvation even in thé wake of natural 
disasters and calamitics during the last decade, modem technology 
and use of modern inputs have become accepted in the agricultural 
sector; over 70% of the fertilizer requirement is now being 
domestically produced ; in the last 4 years export earnings have 


increased by about 50% in dollar terms ; non-traditional exports have 
nore than tripled in a decade ; population growth rate has declined 


from close to 3% in the early 70's to about 2-4% currently, the rate 








of inflation has been contained within reasonable limits compared to 
most developing countries ; development of indigenous energy resource 
based on natural gas has been successfully pursued in the past fivé 
years in order to meet the growing domestic demands, keeping the 
quantity of imported energy resources almost unchanged ; in the last 
three years growth in the industrial sector has moved steadily upwards 
overcoming the adverse impact of international recession, on the whole 
it has been possible to introduce many economic reforms, to restore 
budgetary discipline and reasonable stability has been maintained 
in the balance of payments, there has been a steady, albiet modest, 
increase in domestic resource mobilization efforts ; and Bangladesh 
has been able to avoid a debt crisis unlike many low income and least 
developed countries. 


62. Needless to say that all these have been possible with active 
and gencrous support of the international community. But let me 
hasten to add that in spite of the abovementioned progress there has 
been no proportionate impact on reduction of poverty, uacmployment, 
malnutrition and illiteracy. High growth rate of population on the 
one hand, and inequity in production and distribution of resources on 
the other, have impaired the efforts towards reduction of poverty. 
Though there are some indications that the rate of slippage may have 
been arrested in the most recent years because of higher agricultural and 
industrial production, pressure has mounted in different sections of the 
society due to inadequate expansion of employment opportunities. It 

is in this background that the Third Five Year Plan has identified 
alleviation of poverty, specially rural poverty, to be the core theme 
and dominant objective of development plans and programmes in 
_ Bangladesh in the foreseeable future. In order to make this programme 
‘meaningful the essential conditions will be : 

(a) to maintain a high growth rate of GDP, 


(b) to create employment Opportunities in the - agricultural 
sector as welt as outside this sector, 


(c) to expand the programmes for education, health, family 
plarming and other social services, ~ 

{d)}-to adopt special employment and assistance programmes for 
the most disadvantaged members of the society. 


63. Countries which have been successful in alleviating poverty 
in the post-war period have either achieved unuaually high GDP 
growth rates as in Korea, or had a different socio-economic and 
political structure as in China. In the particular soclo-economiq 
context of Bangladesh it will not be an easy task to have, realistio 
programmes for reduction of poverty, but it is possible. The most 
important pre-requisite will be to create growing employment 
opportunities for the growing population and labour force. The 
mainstay of this effort will be to ensure and maintain a higher growth 
rate in agricultural sector which has got the maximum potential for 
employment creation. But the demand for employment can be met 
only partially through concentration of investment in the agricultura) 
sector; and for a meaningful impact, supply of investment resources 
and training outside the farm sector will demand high priority. 


With a view to creating employment opportunities and reducing 
poverty it has, therefore, been decided to develop a number of 
medium term production and development programmes and actl- 
vities, within the investment targets of the Third Five Year Plan. 
The main objectives behind this will be to increase production of 
foodgrains, and simultaneously to expand the production of non 
cereal crops such a$ fruits and vegetables, oilseeds and pulses: 
increase in production of the fish, expansion of livestock evelopment 
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and production progranune, programmes for expansion of the 
forestry sector; increase in production in the small and cottage industry — 
sector through resource support, higher technology and training; signi- 
ficant expansion in the facility for primaty education; expansion of 
health facilities and timely implementation of family planning 
programmes; expansion of safe drinking water supply in the rural 
areas; and higher investment in the programme for development of 
rural infrastructure, etc. At the same time, effective employment 
operations like the Food for Works Programme and welfare opera-' 
tions like the Vulnerable Group Food Programme have also to be 
continued. A medium term production programme has already 
been prepared for non-cereal crops for maximising employment 
Oppattunities. A medium term horticulture development programme. 
is nearing completion. Medium term investment and production | 
programmes are also being developed for the rural and cottage 
industries sector involving the BSCIC and other programmes of 
Bangladesh Rural Development Board. In order to expand 
employment opportunities at the Upazila level, a pilot programme of 
resource support, technology support and training, will be undertaken 
in FY '86-87 for expansion of rural employment and income 
generation. This will call for realistic institutional and administra- | 
tive arrangement, community support at the local level and! 
preparation of appropriate projects and programmes. It is expected | 
that this experimental undertaking At the Upazila level, along with | 
the expanded programmes of the Grameen Bank, expansion of the 
Swanitvor credit programme, and expanded programmes of the: 
Co-operative Department and the RDB, will significantly assist our 
efforts for creation of new employment opportunitics. Several 
donors have already expressed interest and willingness to support 
the experimental venture at the Upazila level. 


64. At this stage I would like to give some = details of the 
measures taken in the budget and ADP for 1986-87 for creation of 
employment opportunitfes, alleviation of poverty and for creation of 
greater opportunities for the weaker sections of the society in the 
rural areas, = Allocation of investment resources in the ADP for the 
agricultural sector, rural development activities. expanded irrigation , 
programmes for the small and marginal farmers, assistance to the , 
small and cottage industrics sector including weavers for increase in 
production, construction of low cost housing, increase in supply of 
drinking water. improvement of sanitary conditions, expansion of the 
primary education programme, expansion of the health services, family 
planning and population control programmes, social welfare pro- 
grammes,-—special employment creation programmes for women and 
unemployed youth, training of labour and measures for improving their 
living conditions, will add up to nearly Tk. 940 cr. A part of the 
block development prant given to the Upazila Porishads will be spent 
for creation of employment opportunitics andyincrease in production 
as already provided in the guidelines given by the Government. Taking 
this into account total expenditure for reduction of poverty and 
creation of employment opportunities for the disadvantaged groups of 
the society will come to Tk. 1040 cr., or roughly 22% of the ADP. 
In the revised ADP for 1985-86 this amounted to about Tk. 746 cr., 
or roughly 18%. : 


In addition, allocation of resources in the non-development budget 
for primary education, health services, social welfare activities, relief 
and rehabilitation activities all of which will contribute towards 
alleviation of poverty, will add up to Tk. 567 cr. against Tk. 523 cr. 
for these purposes in the revised budget for 1985-86. Over and 








above, total expenditure under the food for Works Programme will 
amount to Tk.307 cr. this year. Therefore, expenditure on 
programmes for alleviation of poverty outside the Annual Development 
Programme in 1986-87 will amount to Tk. 874 cr. According to the ) 
projections of the Planning Commission the number of new employ- | 
ment opportunities that will be created on the basis of ADP for 1986- 
87 will be about 6-85 lacs compared to 5-9 lacs estimated on the basis 
of the revised ADP for 1983-86. The other programmes which are 
being actively supported by the Government for creation of employ- : 
ment opportunitics and for improving the level of living of the poor 
are credit programmes of the BRDB for women and assetless members, . 
expansion of the Swanirvor Credit Programme, and successful under- , 
takings of the Grameen Bank. Through these programmes an amount 
of Tk. 112 cr. is expected to be distributed es credit during 1986-87 | 
which will directly help in creation of employment opportunities. 


65. On the basis of projection wn the Thud tive rear i lan the 


ADP for 1986-87 should have been determined at about Tk. 4950 cr. | 


in current prices. Compared to that the programme of Tk. 4764 cr. 


being undertaken for next year is lower by about Tk. 186 cr. Shortfall | 
in development expenditure to this extent will no doubt have implica- | 


tions for future growth rates. The hard reality is that if the level of 


investment and development expenditure is to be raised, more resources | 


have to be mobilized from domestic sources. In this context, in order 


to meet our needs on the basis of socio-economic objectives and goals | 
of the Third Five Year Plan, citizens at all levels will have to be . 


motivated and prepared for sacrifice in the interest of increased savings 
and raising higher domestic resources. Needless to say that it is the 
elected representatives of the people in the Jatiya Sangshad who will 
have to take decisions and provide directives for action in the coming 


— 


years. It is necessary to state here that new areas and sources have | 


to be identificd for raising taxes and other revenues in the coming 
years. Such steps will be inescapable if the level of investment has 
to be maintained and improved. The potential of substantial higher 


revenues and income from non-tax sources has to be fully realised. | 


The nationalised sector and other public sector autonomous organisa- 
‘ tions will have to take a leading role in this context. Government's 
total investment in these undertakings is more than Tk. 10,000 cr. 
which have been generated from our own resources and foreign 
assistance. Even at arate of 10% return annually almost Tk. 1000 cr. 
should come to the Government exchequer in the form of interests, 
profits and dividends, whereas the actual reatisation is less than half 
of this level. Considering only equity investment which exceeds 
Tk. 3000 cr., even at a rate of 10% return Government should have 
received Tk. 300 cr. annually as dividend /profits. Unfortunately this 
is not happening. Leaving aside the difficulties of the jute industries 
sector in the past two years, the other nationalised and public sector 
organisations have to steadily increase their contribution to the 
Government exchequer through more efficient administrative and 
financial management, arfd ‘introduction of financial discipline and 
modern techniques. Government have recently taken certain realistic 
and new steps in this respect and we hope that beneficial results will 


be seen in the coming years. Finally, mobilization of resources is to be ,; 


stepped up at the local level, particularly at the Upazila level for: 


financing development activities. In the past four years significant 
amounts have been spent for development of infrastructure at the 
Upazila level and this will continue in the coming years. Moreover, 
Government have piven hundreds of crores of taka as direct develop- 








ment grants to the Upazilas. Raising of local resources to supplement. 
these efforts of the Government will be absolutely essential. | 
Government have already decided that in 1986-87 responsibility will be. 
given to a few selected Upazilas for collection of land development tax 
and water rates on an experimental basis. The ultimate objective is 
to use the machinery of local Government for mobilization of resources! 
from these areas with greater efficiency and under better supervision. | 


My dear fellow citizens, . 


66. Though Bangladesh is one of the poorest countries in the 
world it will not be unrealistic to take an optimistic view on the 
basis of national programmes and objectives envisaged for the Third 
Five Year Plan. But the basic prerequisite will be to. increase 
domestic investment resources, acceptance of sacrifice and increase in 
Savings, and reduction of wastage. The international situation 
continues to remain uncertain. Possibilities of foreign assistance in 
the future also remain uncertain. There has been a remarkable 
and significant change in the bright scenario of the late 70's and 
early 80's regarding flow of foreign assistance which encouraged | 
many developing countrics. It is now quite clear that foreign | 
assistance is not unlimited, nor is it free from conditionalities. In 


fact, the quaatum of assistance ‘is being increasingly characterised 
by harder conditionalities. It may be mentioned that the share of 
loans in total forcign assistance received by us has increased to about 
70% in 1985-86 compared to about 50% three years ago. It 
only means that the share of grants has declined. A distinguished 
internationally known personality bas recently observed that whereas 
only a few years ago the developing countries had launched a 
movement for a New International Economic Order, it has now lost 
all speed. He has also expressed the apprehension in the context 
of the conservative policies being pursued by powerful developed 
countries, that the developing countries, particularly poorer ones. 
have no alternative but to adjust their programmes to the prevailing 
international economic order. This is disappointing, but unfortu- 
nately truc. In recent years the conditionalities that are beine 
attached to aid by many industrial countries and the international 
organisations functioning under their strong influence. are not at all 
comfortable for the poor and developing countries. In this background, 
if we have to preserve the level and character of our development 
programmes, we have to ensure adequate and greater sacrifice for 
strengthening domestic resource mobilization efforts, and for improving 
financial and economic discipline on an overall basis. Tt will call for 
joint efforts of the public and private sectors. Thoughtful 
consideration, analysis and realistic directives of the newly 
elected representatives in the Jatiyo Sangshad will be extremely 
valuable and important in this respect. Our efforts for ensuring higher 
economic growth and higher level of living for the common people 
on the basis of the targets of the Third Five Year Plan will be 
meaningful only on the basis of such joint efforts and_ political 
directives. 


My dear fellow citizens, 


67. The Budget and the Development Programme that I have 
arinounced before you have been prepared on the basis of the directives 
and decisions of the President and the Chief Martial Law Administra- 
tor. The major objectives of the budget and the planned programmes 
are realistic, entirely production oriented. and just and equitable from 
socio-economic considerations. It can be stated without fear of 








contradiction that the 198687 budget will add a new step in our 


march towards economic progress. The major characteristics of the 
budget for 1986-87 are: 


this budget will help to increase domestic production. 


the agricultural sector will be ecivep highest priotity in all 
programmes and policy formulation. 


the budget will significantly help to keep the price level downwards. 


the budget will be specially supportive of increased production 
in the industrial sector and for increased exports. 


a meaningful programme has been initiated for alleviation of 
poverty through this budget. 


My dear fellow citizens, 


It will be unrealistic to think that it is the unilateral or single 
responsibility of the Government to implement -the budget and its 
associated policy measures. Members of all sections of the society 
have to take active part in it. I would like to request for the 
cooperation and active attention of my fellow citizens in respect of 
two things. ‘The first one is that all have to actively and consciously 
resist any tendency to increase prices unreasonably on the excuse of 
a new budget. No steps have been taken in the budget which should 


give reason for increase in prices. The second one is-that all citizens 
mast keep a cautious watch on the appropriate use of the huge 
amount of resources that wil] be spent on development and non- 
development activities. I believe that as much as it is the duty of 
the Government to ensure that public resources, whether coming 
from revenue surplus or from foreign aid, are spent for the purposes 
for which resources are being raised and recived, it Is also a duty 
of all citizens to ensure the same. Before I conclude, I would like 
to express my heartfelt thanks and deep gratitude to the Hon'ble 
President and Chief Martial Law Administrator for giving me the 
responsibility for announcing the National Budget for 1986-87. 
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ANNEXURB ‘A’ 
A®STRART OF THE Té4d PROPOSALS 


A-1— Customs duty and sales tax: | 
(Taka in lakh} 


Existing rate Proposed rate Anoual Revenue 




















Si, Description. (% (% effect. 
No.  sabeiedeen TE enmeeten Tt meee 
CD. ST. CD. ST. Gain Loss 
1 2 3 4 5 6 +) &(—) 
1 BP. sheet - ~« & Nil 20 20 - 120 
2 Unmanufactured Tobacco 24 2» w wii... 27 
3. Fiesh fruits”... . 10 sO 20 416 
4 Raw cotton .. . 10 Nil Nil Nil ) 
$ Man-made fibre and viscose 10 Nil Nil Nil 
staple fibre. 
6° Nylon chips .. « = Nil Nil Nil ) 
7 Single yarn... .. 20+ 20 204 20 ' 
1S(R.D.) 5(R_D.) P se 861 
8 Pied and twisted yarn .. 50 20 20 + 20 
Pa 1S(R.D.) 
9 Textile dyes .. . 20 20 20 
i0 Cotton fabrics » 20 «6100 Nil 
11 Cotton and Synthetic blen- 150 20 =100 Nil | 
ded and synthetic fabrics. 
12 Salt ‘ ~ 10 10 8620 20 80 
13° Edible palm Oil » ws Nil %0 20 9000 - 
14 Bus and Truck oo @ 20 50 Nil - 82 
1$ Amine and Amide function 20 20 SO 20 65 
compounds and diaso, azo 
and azoxy compound. 
16 Coconut oil .. . 20 20 x 20 2115 ao 
17 Capacitor .. 10 20 *” 20 @ 
18 Petroleum preducts ‘a various various 9600 
19 Mostquito coil . Ni w 640 - 
20 Others - - various various os 10°3 
reduced rates 





Total effect (+)21976 (—)1076 
Net effect (+)20900 


ANNEXURE ‘B’ 





ABSTRACT OF NEW FISCAL MEASURES, 1986-87. 








Excise “(Figures in lakh Taka) 
Items. Existing rate. Proposed rate. Increase. De- 
crease. 
1. Reduction of highest 30 per cent 25 per cent. ee 145 
duty rate 
2. Bus, Truck and Lorrics 10 per cent. Nil. 500 
3. Cottage Industry Conditional Conditional oe 30 
4 Bread 10 per cent Nil. 2 
§ Carpet: Jute 25 per cent. 10 per cent 70 
Synthetic Nil 10 per cent. - 
6. Natural Gas Multiple rates Multiple rates 4495 - 
7. POL. Products D Do 4 = 
R Condensete Tk. 1°32 per litre’ Tk. 2°65 per 140 


litre 








9. Cinema 50 per cent SS per cent (Ac) 





(Ac) Dhaks 
3$ per cent. 40 per cent. 150 
(Non Ac) ‘ (Non Ac) 
45 per cent $0 per cent. (A-c) 
(Ac) Chittagong 
38 per cent 40 per cent. 
(Non Ac) (Non Ac) 
10. Video Shops . Tk. 25,000 Tk. 100,000 
(Chaka & 25 
Chittagong) 
Tk. 25,000 
(Others) 
11. Cigerettes .. Multiple rates Maltiple rates 2600 
12. Regulatory duty .. 2 per cent. 2 per cent. - 
13. Re-organisation mes - - 2000-—~Cti‘(<‘ 
| 14. Others .. Multiple rates Multiple rates Negligible 
(+) 9850 (—) 785 
Net (+) 9065 
ANNEXURE ‘C” 


REVENUE EFFECT OF INCOME TAX MEASURES 


Survey, Search and Seizure Measures under Senior Commissioner +20 crore. 





of Taxes. 
Declaration of Income from “Other Sources” - | .. +20 crore. 
+40 crore. 
Raising of rebate from 25% to 50% on Bus/Motor Launch .. —45 lakh. ° 
Raising of cost of Motor Vehicles for depreciation purpose .. --10 lakh. 


Savings Certificate: encashment on maturity not to be deducted -—-3 lakh. 
Raising of interest on delayed refurd ... - -. —2 lakh. 


Capital Gains: Valuation of assets as on the date of inheritance —-35 Iakh. 
in place of the date of acquisition of the previous owner. 


Performance rebate to Cottage and Small Industries .. —20 lakh. , 


— ——— 


—1-°15 crore. 


Net gain Tk. 38-85 crore. 





ANNEXURE ‘D’ 
OTHER TAXES: NET EFFECTS OF THE FISCAL MEASURES 


(Taka in lakhs) 





Old rate. Newrate. Increase. Decrease. 





1.. Additional tax on transfer of 1% 2% (+)1200 
immovable property 


2. Foreign travel tax os - - (+)100 


3. Air ticket tax - os - - (+4 )1000 














Refixation of miscellancous fees - (+)125 
relating to motor vehicles 
5. Turnover tax 2% (+-)50 
6. Exemption from payment of - (—)25 
stamp duty for transfer of Yand 
located in EPZ. 
Net .. (+)2450 
ANNEXURE ‘E’ 
EXISTING AND NEW RATES OF DIFFERENT MOTOR VEHICLE FEES 
Si. : tem. Existing New rate, 
No. rate. 
Taka. Taka. 
1 Fee for driving licence - = ee 30 
2 Fee for renewal of driving licence: a 
(i) If renewed within fifleen days of the exriry 10 1s 
(i) If renewed after I$ days of expiry .. 25 %” 
3. Fee for test of competence to drive 1s 25 
4 Fee for appeal against refusal for driving licence is 25 
$ Fee for duplicate driving licence: 
(1) To replace photograph 1s 20 
(i) In liew of original lost/dameged 1S 20 
(iii) In liew of original defaced/torn 1s 20 
6 Fee for learner's licence ~.. 1s »” 
7 Fee for renewal of learner's licence 7 is 
8 Fee for certificate of fitness (orginal/renewe!): 
(!) Heavy vehicles oe oo 100 
(1) Other than Heavy vehicles m1) 50 
(iil) Fee for inspection of Motor vehicle 20 sO 
9 Fee for registration of Motor vehicks: 
(!) Motor Cycle .. bt) 75 
(i) Motor Cab riskshaw - e 100 150 
(iil) Invalid Carriage - - ee 1$ 20 
(iv) Truck and Bus 330 $00 
(¥) Tractor . . 178 200 
(vi) Other vehicles oe - 2% 300 
| (wll) Temporary registration of any vehicle 20 $0 
| (vllf) Fee for duplicate certificate of Registration 1s 25 
10 Fee for transfer of ownership: 
() Bus/Truok 175 325 
(tH) Tractor 87 237 
(iit) Car/Jeep 125 275 
11 Fee for recording alteration 1s 25 
12 Fee for trade certificate: 
(i) for any number up to 10 ‘ 30 500 
(if) for each additional up to $ or less .. 19 250 
13 Fee for certified copies of records relating to regis- 6 1s 
tration ard licence. 
14 Fee for transfer of Route ue 100 Bo 
15 Fee for appeal against order of RTA 178 250 
/12828 us pote om - 
Ww meter - - 
CSO: 4600/1 
, 0 / 928 (i) Old meter be - be bt 75 
* 17 Fee for testing producer 180 200 








BANGLADESH 


NEW BUDGET TERMED RESPONSIVE TO NEEDS 
Dhaka THE BANGLADESH TIMES in English 27 Jun 86 p 5 


[Text] National budget-making anywhere in the world happens to be an 
exercise in adjustment, sometimes critical, between competitive priorities. 
It has been more so in our context of resource generation constraints, 
internal variables like natural disasters and external imponderables relating 
to terms of trade, even if we were on the lucky side of aid commitment. 


But the budget for the fiscal 1986-87 has come as a breath of fresh air, 
being an especially well-adjusted and balanced one, allowing hardly any 
ground for any particular segment in the economy to complain that its basic 
interest has been side-tracked. In fact, it sounds as much responsive 

to the needs of the poor including the farmers as to the working require- 
ments of the trading and industrial classes. Several trade and industrial 
leaders have voiced their satisfaction with the budget terming it as 
“realistic, bold, pragmatic and development-oriented." 


Time-tied to be produced before the month of June is out, and the forth- 
coming Parliamentary session, its public-spirited feature should be above 
controversy. 


The budget with its revenue and development programmes is reflective of a 
generally optimistic strategy for national sustenance and growth in the 
coming year. It derives its spirit from the economic recovery at the 

fag end of last year which was for the most part marked by a strain on the 
revenue budget created by the fiood and cyclone that asked for emergency 
food imports and urgent relief and rehabilitation work. As a result, 
monetary expansion hit a new high for the compensatory efforts and the 
short-term debts put an additional stress on the economy. Terms of trade 
deteriorated to compound the situation in 1985-86. 


Institutional strengths came to our aid in tiding over the adversity and we 
could close the yar with a 4.9 per cent growth in the GDP including a 
spurt in food output, and an increase in per capita income by 2.3 per cent. 
The experience will stand us in good stead. 


The budget for 1986-87 is a surplus one, making monetary mznagement look 
easier in contrast to what deficit-financing would have impelled. Borrowing 
from internal sources towards meeting the funds requirement of the Tk. 
4764-crore ADP has been kept at a minimum of Tk. 65 crore only. 





The ADP makes the highest allocation of Tk 93l crore for agricultural 
development. In keeping with the aim, new fiscal measures in the revenue 
budget envisage tax relief on fertiliser, pesticides and diesel oil to 
reduce the cost of iarm production. Kerosene has a rebate as an essential 
consumer item for the rural households. 


The new budget has been termed as an investment-inducing and production- 
oriented one by the economic planners and industrial circles. Interest 
on loans for long-term investment has been reduced and income tax rebate 
has been allowed, too. Bank loans taken for exports will carry a lower 
rate of interest. Bank rate has also been brought down. These steps 
will help stimulate both trade and industrialisation. 


The drop in the sale price of gasolene and diesel together with the tax 
relief of 26 per cent on new investment in passenger buses and launches 
should stop the rising trend in transportation charges. The reduction of 
duties on raw cotton, man-made and other fibres, yarns, textile dyes, 

cotton fabrics, blended fabrics and the like, should lead to the availability 
of more clothes for local use as well as for export. One wished there 

were a building boom with a larger waiver on construction materials having 
regard to the housing problem. The excise duty rebate on bread is welcome 
though, as an approach towards better meeting the basic needs. 





The urban middle class will expect improved services from the telephone 
and postal departments following a raise in their rates. The rise in 
the price of soyabean oil and in gas charges have to be carefully monitored. 


The tax cut given to some local manufactures and imported products by way 
of protecting them from the onslaught of smuggled goods a’.gurs very well. 
And making the elephantine public sector responsive to an accountability 
system has our full support. 


/12828 
CSO: 4600/1928 
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INDIA 





REPORTAGE ON DEVELOPMENTS IN CPI-M 


Leader Defends Program 





Bombay THE TIMES OF INDIA in English 30 Jun 86 p 9 


[Text] 


TRIVANDRUM, June 29 
(PTI). 


sh ECPM general secretary, Mr. 

M. S. Namboodinpad, has 
said that his party programmes 
were not so “sacrosanct” that they 
could not be changed to meet the 
changing times. 

Replying through the party's official 
daily, ‘Deshabhimani’, to charges by 
Mr. M. V. Raghavan, who was recently 
expclicd from the party, he said tts 
programmes were intended to help the 
party take appropnate decisions de- 
pending upon existing conditions. 

Mr. Raghavan, one of the party 
stalwarts for over a decade, had criti- 
cised the new political line of not 
having any truck with communal 
parties, and had, along with a few of his 
supporters, even presented an alterna- 
tive documents at the party's recent 
congress at Calcutta. He was first 
suspended in January last for fostering 
groupism in the party and expelled last 
week for not ‘mending his ways’. 


ALL-OUT OFFENSIVE 
This is, however, the first time in the 
CPM's 22-year history, that the party 
general secretary himself is leading the 
campaign against an ousted individual 
leader. 


Similar action against other leaders. 


in the past had not created an impact, 
Mr. Namboodiripad pointed oul. The 
present all-out offensive is aired at 
Stalling any erosion in the party if Mr. 
Raghavan decided to form an altern2- 


tive party, according to political ob- 


servers. 

Mr. Namboodiripad said the de 
cisions taken at the five congresses 
since 1964 were within the framework 


of the party's constitution. It was for 
the central committee to interpret the 
party programmes and not for individ- 
uals, he added. 

He said that on certain occasions his 
party had co-operated with other 
‘bourgeois’ parties and even with the 
Congress on certain specific issues. The 
party had once supported Mrs. Indira 
Gandhi and later co-operated with 
others in pulling her down. 

The fact that the party supported 
some of the ‘anti-imperialist policies’ 
of the ruling party did not mean that it 
was prepared to forge an alliance with 
the Congress, as alleged by Mr. 
Raghavan, he said. 

Meanwhile, Mr. Raghavan i is now on 
a tour of Cannanore, his home district, 
mobilising support for his plan to hit 
back at the Icadership. 

Eight prominent party kaders in 
Cannanore district, including Mr. E. P. 
Nambiyar, former convenor of the Left 
Democratic Front’s: district co-ordi- 
nation, committee, have been 
suspended for Openly. supporting Mr. 
Raghavan. 

In the meantime, the CPM state 
secretary, Mr. V. S. Achuthanandah, 
has charged the expelled Marxist 
leader, Mr. M. V. Raghavan, with 
having entered into a secret undcr- 
standing with. the chief mjnister, Mr. 
K. Karunakaran,,to drag the CPM into 
a ‘communal mod 
gress, according to PTI. 

In a statement, in Trivandrum on 
Sunday, Mr. Achuthanandan said the 
tirade launched by Mr. Raghavan 
against the CPM was born out of his 
frustration {© fulfil his pledge to Mr. 
Karunakaran. ; 





pit’, like the Con- 











Membership of Politburo 


Calcutta THE TELEGRAPH in English 29 Jun 86 p 7 


[Article by Tarun Ganguly] 


[Text ] 


he one machine of 

the future from the 

imagination of H.G. 

Wells which has not 

become a reality 1s 

the time machine. 
Man, who has learnt to defeat 
so many of the problems 
placed in his way by nature, 
still gets defeated by time: age 
erodes physical and mental 
ability and diminishes an indi- 
vidual’s role and contribution 
to society. 

Unless, that is, one is in 
politics. The Indian politician 
is truly ageless. Long after 
contemporaries in equally vit- 
al areas of life have retired by 
the common consent which 
guides social law, the Indian 
politician continues to sit on 
the chair that may have come 
to him or her in days long past. 
In fact, it sometimes seems as 
if the older the politician gets, 
the more zealous he becomes 
in his defence of the chair. 
This particular trait is not the 
monopoly of any one quality of 
politician: it extends even to 
the most disciplined and well- 
structured political party in 
the country, the Communist 
Party of India (Marxist). 


But then, gerontocracy has 
always been the rule in com- 
munist or socialist societies. 
It is only after the relatively 
young Mikhail Gorbachyov be- 
came the General Secretary of 
the CPSU that the winds of 
change started blowing in the 
Soviet Union. But next door, in 
China, despite major changes 
following the death of Mav 
Zedong and the downfall of the 
“Gang of Four”, it is still the 
octogenarian Deng Xiaoping 
who rules the roost. Zhao 
Zhiang, the Prime Minister, 
who has been widely described 
as Mr Deng’s possible succes- 
sor, 1s over 70. 

In fact, it has been observed 
that wherever communist lead- 
ers have assumed positions of 
power, they have never volun- 
tarily relinquished 
office. The only way they have 
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been replaced has been 
through illness, death or ous 
ter. The 76-year-old state 
secretary of the CPI(M), Mr 
Saroj Mukherjee, who is also a 
member of the politburo, says, 
“We communists do not give 
up our responsibilities unless 
we are sick or we die. We do 
not follow }ourgeois values.” 
That sums up the situation. It 
required a public uprising to 
remove a Wladislaw Gomulka in 
Poland or an Erno Zero in Hun- 
gary. The Soviets, who are stick- 
lers for order and method, 
waited till the death of Brezh- 
nev, Andropov and Chernenko 
to effect changes in lead- 
ership. After coming to power, 
Mr Gorbachyov has been very 
methodically pensioning off 
the old guard. However, in the 
process, he has not hesitated to 
also remove the youthful Mr 
Romanov, a possible rival. 

In China, things are a bit 
different, since the highest 
party authority still retains 
remnants of the past like Li 
Xianin, perhaps because they 
are old comrades-in-arms of Mr 
Deng. But in government, 
younger elements have 
already been brought to the 
fore. In post-Tito Yugoslavia 
things are, of course, different, 
but then the Yugoslav Com- 
munist Party has always been 
a non-conformist in the com 
munist world. In the Soviet 
satellites, too, gerontocracy is 
the rule: witness the suprema- 
cy of Gustav Husak in Czechos- ‘ 
lovakia, Willie Stoph in East 
Germany and Todor Zhivkov 
in Bulgaria. The maverick 
Rumanian leader Nicolai 
Causescu is not any younger: 
He is over 70. 

Getting back to the CPI(M), 
eight out of the ten members 
of its politburo are over 70. 
The oldest, B. T. Ranadive is 
over 80 and Nripen Chakravor- 
ty is around 80. The party 
general secretary, E. M. S. 
Namboodiripad is 76. Saroj 
Mukherjee, M. Basavapun- 
niah, Jyoti Basu, Samar 
Mukherjee, and Harkishen 
Singh Surjeet all septuagena- 
rians. The two relatively young 








members of the politburo, E 
Balanandan and V. S. Achuta- 
nandan, are around 60. 

In 1982, just before the Vi 
jJayawada party congress, I had 
asked General Secretary Nam- 
boodiripad, why the politburo 
was packed with old people. 
Mr Namboodiripad gave a 
terse one-line reply, “It is be 
cause of historical reasons.” 
He did not explain further, but 
what he probably meant was 
that after the split of the Com- 
munist Party in 1964, the new- 
ly formed CPI(M) had to de- 
pend for its growth on the old 
and tested leadership. Since 
then, Mr Namboodiripad has 
remained the party general 
secretary, though for a very 
brief period the late P. Sundar- 
ayya held the position. At the 
11th party congress, Mr Nam- 
boodiripad had said that “new 
blood” would be injected into 
the leadership. But what fol- 
lowed was quite to the con- 
trary. Mr Nripen Chakravorty 
was accommodated in the lead- 
ership when he was close to 80 
and Mr Saroj Mukherjee when 
he was 75. 

When Mr Saroj Mukherjee is 
asked to explain his party’s 
predilection for septuagena- 
rian and octogenarian leaders, 
he disarmingly says, “We try to 
function till we are incapaci- 
tated or we die, then new peo- 
ple take over.” Mr P. Rama- 
murty, for instance, was drop- 
ped from the politburo when 
he became too sick to work. He 
says people below 50 are never 
considered for inclusion in the 
politburo because it takes lon- 
ger for one to mature into a top 
leader. 

Of late, the CPI(M) has been 
seeking to build up three dis- 
tinct categories of leaders— 
the young, the middle age, and 
the tried and tested veteran. 
Mr Balanandan and Mr Achu- 
tanandan then belong to the 
group of middle age leaders. 
The CPI(M) leadership thinks 
that once the older leaders 
pass away, there will not be a 
vacuum at the top since the 
party has an in-built capacity 
to throw up leaders. 


nd yet, when the com. 
munist movement was 
still young in this coun- 


try, P. C. Joshi became the 
party general secretary when 
he*was only 43. The politburo 
of the undivided party had as 
its members men such as S. A. 
Dange, C. Rajeswara Rao, B. T. 
Ranadive and Jyoti Basu, who 
were all in their early 40s at 
the time. But once in power, 
they acquired greater stature 
and continued to remain in 
high office for years together. 
Mr Ranadive became the 
general secretary of the undi- 
vided Communist Party in 
1948 when he was no more 
than 43. He was suspended 
from the party for following an 
“adventurist line,” but was 
reinstated in full glory as a 
politburo member. 

The principle of primus inter 
pares (first among equals) has 
been followed to the extreme 
by communists the world over. 
Before the advent of China asa 
communist state, in fact, be- 
fore the Sino-Soviet split of the 
mid-Fifties, the Soviet Union 
and its leader, Stalin, enjoyed 
supremacy among all socialist 
countries and leaders. The 
Tito-Stalin differences are 
wellknown. Of the rest, China 
under Chairman Mao was the 
first to challenge the primacy 
of the Soviet Union. In recent 
decades, there has been a 
large degree of decentralisa- 
tion in the world communist 
r.ovement, but in individual 
communist parties a_ single 
leader or a group of leaders is 
still allowed to have near 
perpetual sway over the affairs 


of the party. 

Though the Indian Marxists 
profess to subscribe to the 
principle of collective lead- 
ership, they think nothing of 
projecting Mr Jyoti Basu as the 
number one in the party. Says 
Mr Saroj Mukherjee, “Deci- 
sions are no doubt collective, 
but we do not ignore the role of 
the individual.” Arguing that 
this dichotomy has nothing to 
do with realpolitik, he says, 
“The individual has a role to 
play within the collective set- 
up. We are not against indi- 
vidual brilliance.” That ex- 
plains the party’s eagerness to 








use Mr Basu’s charisma in elec- 
tion campaigns. “Jyoti Basu is 
the national leader of the par- 
ty; he has become such a lead- 
er because he has ability,” says 
Mr Mukherjee. 

Mr Basu is indubitably an 
enormous asset to the CPI(M), 
but the excessive dependence 
on his vote-catching ability has 
danger built into it. The West 
Bengal chief minister is in his 
seventies and has been keep- 
ing indifferent health in recent 
years. If perchance he is un- 
able to campaign effectively 
before the next elections, the 
CPI(M) will be severely hand- 
icapped. 


ut the CPI(M) is certainly 
Be to the problem of 
an excessive dependence 
ou the old guard. Following the 
decisions taken at the 12th 
party congress in Calcutta in 
December, 1985, the party has 
started building up a younger 
set of leaders who can take 
over when required to. Sunil 
Moitra, Biplab Dasgupta, 
Sukomal Sen and others have 
moved to the party centre in 
Delhi. Barring Mr Moitra the 
rest are below 50 and, if they 
can prove their worth, they can 
rise in the party hierarchy. 
But then convenience has 


quite often been the major 
criterion for promotions with 
the party. Take, for instance, 
the inclusion of the Mr Achuta- 
nandan in the politburo. It is 
said that this was done in order 
to snub the dissidents within 
the Kerala unit of the party. By 
seniority and experience, E.K. 
Nayanar, a former (CPI-M) 
chief minister of Kerala should 
have been the obvious choice 
for induction. But then, during 
the party congress in Calcutta, 
Mr Nayanar had sided with the 
vociferous dissident group led 
by M.V. Raghavan, who had 
earned the wrath of the lead- 
ership by circulating an 
alternative draft resolution 
which had criticised the in- 
dustrial policy of Mr Jyoti 
Basu’s government in West 
Bengal. Mr Raghavan, leader 
of the CPI(M) group in the 
Kerala Assembly, has been 
suspended from the party, and 
Mr Nayanar, though not sus- 
pended, has been taught a les- 
son by being kept out of the 
politburo. Coincidentally, both 


Mr Balanandan and Mr Achu- 
tanandan belong to the Ezhava 
community in Kerala, which is 
considered the main vote bark 
of the party in that state. 

Interestingly, most of the ag- 
ing members of the politburo 
have singularly failed to im- 

rove the position of the party 
in their respective states. In 
Mr -Ranadive’s Maharashtra 
the Citu, the CPI(M)’s trade 
union wing, has increasingly 
lost its base, and the party is 
almost non-existent. The same 
is the case in Andhra Pradesh, 
the home state of Mr Basava- 
punniah or Punjab, where Mr 
Surjeet comes from. Of course, 
there are notable exceptions: 
the CPI(M) leads the Opposi- 
tion in Kerala, the home base 
of Mr Namboodiripad, Mr 
Balanandan and Mr Achuta- 
nandan. In West Bengal and 
Tripura, the CPI(M) runs the 
show, and for this the four 
politburo members from these 
two states can legitimately 
claim credit. 


the younger lot, the central 

committee .has, in recent 
years, been packed with a 
large number of younger men. 
In fact, those belonging to the 
40-55 age group are in the 
majority and slowly they are 
coming to the forefront. Men 
like Biman Bose, Buddhadev 
Bhattacharya and Anil Biswas, 
all relatively young, are get- 
ting importance in the West 
Bengal unit of the party. 
However, for induction into 
the party centre in Delhi, the 
CPI(M) now stresses on an ex- 
cellent knowledge of English 
That perhaps explains the 
transfer of Mr Dasgupta and 
Mr Sen to Delhi. 


if the politburo is closed to 


But the problem is that the 
veterans keep the younger 
leaders in tutelage for such a 
long time that on the odd occa- 
sions when they are given the 
opportunity to function inde- 
pendently they sometimes 
tend to botch things up. A 
recent example is the mishand- 
ling of Calcutta University 
affairs. The younger lot in the 
state leadership has been over- 
seeing the party’s ruining bat- 
tle with the vice-chancellor. 
And the CPI(M) has not exact- 
ly covered itself with glory by 
adopting the one-point prog- 
ramme of ousting Prof. San- 
tosh Bhattacharya. 








Since the CPI(M) has largely 
become an election-oriented 
party, the nominations for the 
Assembly polls, due in early 
1987, would clarify the party’s 
stand on younger elements. 
Already, there are indications 
that some of the old hands will 
not be considered for re- 
nomination and the younger 
members will get preference. 


Even as in West Bengal pow- 
er and authority have started 
to slowly percolate to the youn- 
ger leaders, in Tripura, the 
party is still under the iron 
grip of Mr Chakravorty. That 
partly explains the recent dis- 
sension in the state unit of the 
party. In Kerala, after the ous- 
ter of Mr Raghavan and Mr 
Kunhikannan, large sections of 

party faithfuls in the northern 
part of the state are somewhat 
disillusioned. More so because 
Mr Raghavan is popular 
among the youth and students. 


Under the aging leadership, 
revolution is now a forgotten 
warcry in the CPI(M). Both 
dictatorship of the proletariat 
and classwar have been jetti- 
soned. Instead, the party has 
opted for the easy gains of 
electoral battles. Despite de- 
nials, the party is slowly, but 
inexorably, assuming the 
shape of a bourgeois par- 
liamentary organisation which 
conforms to the norms of a 
social democrat party. Impro- 
visation, it appears, shall re- 
main the order of the day for 
CPI(M). 
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The party elders 














B.T. Ranadive 


he politburo of the 
Tecra is the highest 

policy making body of 
the party. It has ten mem- 
bers, with an average age of 
73. Most of them come from a 
middle class background, be- 
gan their political careers in 
the Congress and, at one time 
or another, were in jail. Their 
brief profiles follow: 
B. T. Ranadive (81): Being 
the oldest member of the 
party, Mr Ranadive helds 
membership card number 
one. He joined the commun- 
ist movement in 1928. An 
alumnus of Bombay Universi- 
ty, he is a nephew of Gan- 
gadhar Adhikary, the legen- 
dary communist leader. Ori- 
ginally a trade union leader, 
he became the general 
secretary of the party in 
1948. He was later suspended 
from the party for following 
an “adventurist course.” 
Reinstated in the mid-Fifties, 
he went with the CPI(M) dur- 
ing the 1964 split in the CPI. 
Nripen Chakravorty (about 
80): The chief minister of 
Tripura was associated with 
the Congress during the free- 
dom movement. He was a 
senior member of the Con- 
gress Labour Association and 
worked with Dr Prafulla 
Chandra Ghosh and Suresh 
Banerjee in Dhaka in the 
Thirties. Later, he worked 
for a while on the news desk 
of The Hindusthan Standard, 

















Nripen Chakravorty 


the now defunct English dai- 
ly. In 1951, he went to Tri- 
pura and took a leading part 
in organising the communist 
movement there. 

E. M. S. Namboodiripad (77): 
The general secretary of the 
CPI(M) was a member of the 
Congress Socialist Party for 
some time in the Thirties. He 
was also the secretary of the 
Kerala unit of the Congress. 
An intellectual, he is highly 
regarded for his political 
writings. 

Jyoti Basu (73): The chief 
minister of West Bengal and 
the national leader of the 
CPI(M) is one of those excep- 
tions in the top leadership of 
the party who were never in 
the Congress. Like so many 

















M. Basavapunnatah 
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E.M.§. Namboodiripad 


others, he joined the com- 
munist movement during his 


student days in England. On 
his return to India in the 
early Forties, he participated 
in the trade union movement 
and was active among rail- 
way workers. He entered the 
Bengal legislative Assembly 
in 1946 by defeating Prof. 
Humayun Kabir. Within a 
year he had become the lead- 
er of the Opposition in the 
House. 

Saroj Mukherjee (76): The 
CPI(M) state secretary and 
Left Front chairman was in 
the Congress during the free- 

















Harkishen Singh Surjeet 




















Jyon Basu 


dom struggle and was greatly 
influenced by the late Atulya 
Ghosh. Ascholar, he has for 
long years looked after the 
party publications, personal- 
ly editing Ganashakti the 
organisation’s Bengali 
mouthpiece. Suave, cultured 
and self-effacing, Mr 
Mukherjee has been a great 
unitying factor in the Left 
Front. 

Samar Mukherjee (73): He 
too was initially in the Con- 
gress, but later switched over 
to the Forward Bloc. He be- 
came a commuist while he 
was in jail in the Forties. 














Saroj Mukherjee 


Once out of prison, he orga- 
nised the Communist Party’s 
Howrah unit, of which he was 
the secretary for some time. 
He was the leader of the 
CPI(M) in the Seventh Lok 
Sabha. In the 1984 election, 
he was defeated by Mr Priya 
Ranjan Das Munshi. He is 
now based in Delhi. 

M. Basavapunnaiah (73): The 
leader from Andhra Pradesh 
was also in the Congress in 
the Thirties. He played an 
important role in the student 
and peasant movements in 
his state. An intellectual, Mr 
Basavapunnaiah is a terror to 
his opponents in polemical 
discussions. Being a theoreti- 
cian, he looks after the par- 
ty’s relations with Commun- 
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V.S. Achutanandan 
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Samar Mukherjee 


ist parties abroad. 
Harkishen Singh Surjeet 
(72): The scholarly Mr Sur- 
jeet comes from a peasant 
movement background. 
Though a communist, he 
sports the beard and the tur- 
ban that are mandatory for 
all adherents of the Sikh 
faith, He was one of the 
architects of the party’s links 
with the Lok Dal. A vocal 
commentator on Punjab 
affairs, he was for a while an 
intermediary between the 
Centre and the Akalis. 

E. Balanandan (61): He 
hails from the Ezhava domin- 
ated Aleppey belt in central 
Kerala. He organised the 
trade union movement 
among the coir workers of 
Allepey and went on to be- 
come an important function. 
ary of the Citu. Considered to 
be one of the principal lieute- 
nants of Mr Namboodiripad, 
he became a member of the 
politburo at a relatively 
young age. Mr Balanandan is 
an exception among his col- 
leagues ir the highest policy 
making body of the party in 
that he alone does not have a 
middle class background. 
V. S. Achutanandan (about 
60): The youngest member of 
the politburo was inducted 
into the leadership after the 
12th party Congress in Cal- 
cutta last year. He is consi- 
dered to be a theoretician. 
T.G. 





Confusion Over Expulsion 


Bombay THE TIMES OF INDIA in English 30 Jun 86 p 16 


[Text ] 


TRIVANDRUM, June 29+ | 


HE expulsion of Mr. M. V. 

Raghavan, a senior leader; 
from the CPM has caused some 
confusion and  demoralisation 
among a section of partymen, es- 
pecially in the Malabar region. But 
it ig unlikely to lead to any split in 
the party. 

[hat the leadership is concerned 
about the possible impact of the action 
is evident from the elaborate state- 
ments issued by the gencral secretary, 
Mr. E. M. -S. Namboodinpad, and 
others. 

They are making a determined bid to 
isolate Mr. Raghavan, who was ore of 
the most vocal spokesman of the party, 
both tnside and outside of the legis- 
lature. 

They want to nip in the bud the 
tendency among workers to sym-: 
pathise with the 56-year-old leader or 
with the policy changes advocated by 
hirn in defiance of the party's official 
line. 
MLAs QUIET /. f 

Though three or four MLAs are said 
to share Mr. Raghavan's views, they 
have chosen to remain silent. Notable 
among them is Mr. P. V. Kunhikan-: 
nan, former convenor of the Left. 
Democratic Front eo-ordination com- 
mittcc, who was suspended with Mr.. 
Raghavan in January, for suggesting a 
chanre in the party's latest policy of 
having no truck with “communal”; 
paitics like the Indian Union Muslim 
League or the Kerala Congress. 

Only seven leaders of Mr. 
Raphavan’s home district of Can- 
nanore have openly protested against 
his expulsion. Two of them, Mr. E. P., 
Krisiinan Nambiar and Mr. I. V.: 
Sivaraman, members of the district: 
party commitice, are considered in- 
flucntial. 

Whether more will join them will’ 


/13046 
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* depend largely on the future course of 
“action of the former secretary of the 
, legislature party. — 
* He has ruled out the possibility of, 
: joining any other party. The most 
: likely course, therefore, appears to be; 
> the formation of a rival communist, 
’ party. 
* The newly-formed Marxist Com. 
2 munist Party of India MCPI) 1s re- 
j ; ported to be interested in his support, | 
j but no move in this direcuon appears 


: to have been made so far. 


i ‘SMALL GROUP’ 

CPM Icaders claim that Mr.; 
: Raghavan and his small group of; 
, Supporters can, at the best, have only: 

“nuisance value” in the next assembly 
poll, which has to be held by May neat 
| At the same time, they are taking & 
: far from complacent view of the potens; 
, tial threat from them. They are only. 
too well aware of the delicate balance, 
of political forces in the state. Thé 
‘ guicome of the electoral contests ur 
, Most constituencies is decided by, 
' margins of 1,000 to 2,600 votes. . 
; . Though Mr. Raghavan and his men 
s may not be able to win any seat, they! 
! could mar the chances of quite a few; 
i CPM or Left Front candidates. There! 
is no reason to believe that they will, 
relrain from doing so. 
{ The Congress, which he considers 
!“the main cnemy” and the United: 
+ Democratic Front led by it, will be ihe 
' indirect beneficiaries. ‘ 
' -The Marxists have unleashed a 
powerful, two-pronged campaign to. 
prevent the Kaghavan group from: 
ganthg strength. 

While denouncing the political tine! 
advocated by him, they seek to portray; 
_Mr. Raghavan as.a swollen-headed, 

indisciplined communist who has 
fallen to parliamentary opportunism 

i An attempt is also being made to, 
, r= .uce his mfluence by bringing under, 
party control two institutions nurtured: 


by him — the A. K. G. Hospital in 
| Cannanore and the Snake-bite Treat- 
.ment Centre at Pappinissery. 
However, he has resisted the bid, 
»Claiming that the charitable institu- 
, tions came up because of his efforts in 
his individual capacity. 
' At the ideological level, Mr. Nam- 
{boodinpad has followed up the state 


_committee’s defence of the expulsion | 


with a series of statements and articles 
-in the party's organ, “Desabhimani”. 
He has condemned Mr. Raghavan's 
-plea for a link-up with the Kerala 
Congress and the IUML 4o fight the 
, Congress (“ our main enémy”), as not 
‘only ndiculous in the present context 
‘but also as a blatant violation of the 
j Policy adopted at the party congress nn 
; Calcutta. 


: He has deplored Mr. Raghavan’s . 


- failure to take into account the threats 
-to the nation from imperialism and 
‘feligious fundamentalism. 

* Mr. Raghavan, on his pert, has 
, sought to justify his stand by referring 
to, among other things, the review 
‘report adopted at the tenth party con- 
- gress in Julandhar relating to links with 

; parties like the D.M.K., the Muslim 

yLeague and the Akali Dal. 

- He has charged the leadership with 

. trying to reimpose on the party a policy 
that it had itself denounced as “re- 

+ visionist”. 


STRONGLY CRITICISED 


At the personal level, Mr. Raghavan 
has been subjected to criticism mght 
from his suspension in January. In a 
statement issued the very day, the 
‘veteran leader, Mr, B. T. Ranadive, 
shad described him as a headstrong 
- person whose egotism and conduct did 
,not befit a party worker. 

t This was followed by penodic state- 
ments critical of Mr. Raghavan, who 

*was supposed to have been given an 

,opportunity to “correct” timsclf. The 
-open attacks tet little foom for doubt 
- about his: fate. . 
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RAHMANI LAUDS LIBYA, ATTACKS U.S., ‘GLOBAL ARROGANCE’ 
Tehran ETTELA’AT in Persian 8 Jun 86 p 3 


(Text) An official of the Islamic revolutionary guards mobilization unit, who went to the friendly 
and brotherly country of Libya at the head of a delegation, gave an exclusive interview ‘to 
ETTELA’AT in which he announced: As we declare our comprehensive support for Libya, we 
hope that as the Libyan and Iranian mobilizations come closer tegether we will be able to 
decisively confront all the plots of world imperialism, and to stand against them. 


At the beginning of this interview, Hojjat ol-Eslam Rahmani discussed America’s policies in the 
Persian Gulf countries and Africa. He said: America’s presence in Iran was not solely for the 
purpose of providing comprehensive support to the oppressive monarchy. America considered this 
region a center for preserving its support in the Gulf of Oman and the Strait of Hormoz, and its 
presence in the most strategically sensitive point in the world. 


He added: The Libyan revolution led by brother Qadhdhafi changed America’s policies in the 
Mediterranean area. Libya supported liberation movements and began supporting armed 
movements by arousing the people against imperialism. From the very beginning America sensed 
that a new enemy had appeared, but it sensed no danger. 


He added: The triumph of the Islamic revolution led by the Imam of the Nation and the spread of 
the Islamic revolution throughout the world disrupted many of the political dealings between East 
and West. The Islamic revolution was able to give a new revolutionary spirit to nations, and it 
opened a new horizon for the oppressed people of the world in calling the Muslim nations to 
Islamic unity. With the Islamic revolution of Iran, a dark night began for the imperialistic 
countries, especially America. 


He added: After the Islamic revolution America saw that its former expansionist policies no 
longer held appeal in countries, and that its military, political, and economic presence had become 
risky. It therefore tried to apply pressure on countries dependent on it through its allies by 
putting down movements. It has tried to put an end to liberation movements through 
negotiations, and by drawing revolutionary movements into negotiation it contaminated them and 
made it appear that the people cannot recover their lost interests at the negotiating table. The 
pounding wave of the Islamic revolution stopped these plots, however. Our revolutionary 
movements were able to excite the people in other countries about the Islamic revolution and draw 
them to itself after a fashion. 
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He added: The unity that has come about among progressive revolutionary countries such as Lran 
and Libya terrified America, and it realized that this closeness and support for deprived nations, 
especially the Islamic nation, creates a great danger all over the world for its interests. For this 
reason America began to fight directly. Examples of this were its various plots against the 
progressive countries of the region, lran foremost among them. These includes the Tabas raid in 
Iran, America’s attack on Libya, and the imposition of economic sanctions with the cooperation of 
its allies in Europe. Despite al! these efforts. however, it has not been able to achieve the result it 
sought and this has been a blessing from God. 


Mr Rahmani added: In view of the situation that has developed in Libya on the basis of the call 
that has been issued by the mobilization of the oppressed, | went to Libva with a delegation in 
order to declare comprehensive support for Libya. 


This trip produced a good international reaction. and based on what is heard over their 
propaganda horns, world imperialism is extraordinarily terrified of the presence of Islamic 
revolutionary guard mobilization forces in the area. They have perceived the power of the 
mobilization in the Persian Gulf, and have seen that for almost six years of the imposed war the 
brave personnel of the mobilization, in participating actively in major operations, have achieved 
striking victories for the Islamic republic. The presence of these brothers in the war has ended the 
battle in favor of the Islamic revolution. They drove the aggressor out of our country’s soil and 
struck him with fatal blows. In addition to these distinctions, with their bravery the brave forces 
of the mobilization have proven the superiority of their will and faith over the techniques and 
weapons of East and West, and world imperialism has also tasted this defeat. 


The mobilization unit official said: During this meeting we had very fruitful and useful meetings 
with high Libyan officials. There were detailed talks on the transfer of several years of 
revolutionary experience and of practical and direct experience in the area of mobilizing people, 
giving form to the mobilization of the oppressed and the movement to form the 20-million-man 
army. During these meetings we declared our readiness for additional cooperation, exchange of 
information, and providing comprehensive and deep support for sincere relations between two 
islamic and populist countries. 


He said: The visit to the bombed centers was inieresting for us, and it showed a clear picture of 
the viciousness of criminal America. We advised our Libyan brothers that if the people resist 


more, as they are doing, America will despair of further aggression. 


The Libvan officials were worried that America might attack Iran directly by air. We told them 
that American aggression against Iran cannot achieve anything new. 


Through its surrogate Saddam, in the last few years of the imposed war America has bombed and 
rocketed our border cities many times, but each time the resistance of our nation has only 
increased. 


He told our correspondent: As we declare our support for Libya, we hope that the Libyan 
brothers will learn additional lessons from the resistance and sacrifice of our nation and that with 
additional resistance America’s plots will be destroyed. 


Mr Rahmani added: On this trip, in addition to visiting the graves of martyrs, we visited Libyan 
educational centers. We saw that our Libyan brothers have perceived this reality and that they 
so value the protection of the government of the Islamic republic that they have prepared to resist 
any kind of plot by establishing a public education program for the people and preparing the 
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nation. They said that they take inspiration from the leadership of His Holiness the Imam. It 
must be said that the expansion of military training centers for the entire nation 1s a point of 
commonality between ourselves and Libva for resisting imperialist plots of East and West. Of 
course differences can be seen. 


Mr Rahmani added: We hope to be able to give shape to the idea of mobilization and to realize the 
conversion of the 20-million-man army just as envisioned by the leader of the Islamic revolution, 
with the participation of Muslim and populist forces in Islamic forces and their unification, to a 
100-million-man army. In reality. with the formation of a 100-million-man mobilization of the 
oppressed, God willing Islam and its Muslims will regain that glory that has been trampled for 
vears and years beneath the boots of the imperialists. 


In conclusion Mr Rahmani said to our correspondent: We visited Libva so that both countries 
would be in a common trench in the fight against world imperialism. We hope tha’ God will give 
both countries and Islamic nations greater success in this regard. This was a preliminary trip 
concerned with various experiences in training the people. At the international level, we hope that 
by bringing these two countries close together, a joint mobilization wil! be achieved for Islamic 
countries, and that we will be able to hold out the hope to the Islamic nation at large that by 
forming and joining the mobilization they can stand against world imperialism. 
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CENTERS PRODUCING ‘OBSCENE STATUES, POSTERS’ SHUT DOWN 
Tehran ETTELA’AT in Persian 16 Jun 86 p 14 


(Text} The acting commander-in-chief of the Islamic revolutionary komitehs announced in an 
interview with ETTELA’AT’s correspondent: 180 centers for the production and sale of obscene 
posters have been identified and closed down and their owners prosecuted. In the near future 
urban transport agencies will be closed down. 


Hojjat ol-Eslam Seraj ol-Din Musavi, acting commander-in-chief of the Islamic revolutionary 
komitehs, began the interview by saving: The Islamic Revolutionary Komitehs Office of Sites has 
made a very successful careful study of clothing products, boutiques, urban transportation 
agencies, centers for the sale and production of obscene statues and posters, women’s salons, and 
various kinds of exercises, the results of which have been announced to the appropriate officials, 
and in some cases, as has been announced by the media, the study has been implemented. 


With regard to clothing products and boutiques, he said: In the Islamic republic of Iran, 
fornication, sin, and their propagation in society wiil be dealt with decisively. For this reason, at a 
specified time 600 units producing, distributing, and selling indecent clothing were shut down in 
Tehran. We are conducting a study of the situation with indecent clothing and sales outlets. 
After the conclusion of the study we will issue notarized authorizations for the opening of shops by 
individuals whose competence has been confirmed. If these people violate the law their operating 
licenses will be voided again and their shops permanently closed. 


The Acting Komiteh Commander-in-Chief said: The urban transport agencies are a guild with 
special importance that has daily contact with various levels of society, but their many crimes and 
violations have come to light through the study and research our brothers have conducted. 


This study has shown that most of the people who profit from agency concessions are from 
society's capitalist and leisure classes, so that around two percent of these services are used to 
serve the oppressed people of society and for emergency medical services. 


He said: The crimes and viclation committed under the cover of car rental agencies, apart from 
political matters, include many instances of the promotion of corruption, fornication, and 
immorality. 


He added: During the many sessions heid on this account with the officials involved, it was 
decided that with the cooperation of judicial experts, the Tehran Sheriffs Transportation Affairs 
Office, the Komiteh for Guild Affairs, and the Islamic Revolutionary Prosecutor’s Office for 








Economic Affairs will implement a plan in the near future. We are conductirg a study now to 
incorporate the agencies under the mantle of the Tehran Sheriffs office (included with the Taxi 
service) or other services. 


He said: When the plan is approved its manner of implementation will be announced to the public. 
Closure of Centers Producing and Sellvig Obscene Statues 


Mr Seraj ol-Din Musavi said: According to information obtained, they procure and obtain indecent 
statues in Tehran and in the cenrtra! area. For this reason, in cooperation with the precinct 
komitehs, 35 production cente:s and 150 sales outlets for these statues were identified and closed. 
The owners of these centers were sent to the Tehran Prosecutor-General with various files. 


He said: Subsequent studies revealed that voung girls and boys were employed to build and paint 
these statues. This in itself amounts to the promotion of fornication and sin. These illegal centers 
were established without guild system affiliation. Most of these production centers were in 
basements in the southeast part of Tehran, near Khavaran Road and in the vicinity of Atabak 
Afsarieh. 


Arrest of Distributors of Ugiv Posters 


The Acting Komiteh Commander-in-Chief told ETTELA’AT’s correspondent: In the city uf Tehran 
we saw increases in posters showing such things as singers, actors and actresses, American 
indian leaders, rabbit logos ‘the emblem of a sexy magazine), and foreign magazines. In 
preliminary studies it became evident that these logos were being widely distributed to youth. 
After several follow-up and surveillance operations, the production centers for these posters in 
Tehran were identified and closed down. 


Interrogations of the owners of these centers revealed that the distributors of posters of this type 
were members of the deviated Bahai sect. Their leadership in these matters came from outside 
the country. and the agents for these posters were prosecuted. 


He said: In some women’s salons. men were giving beauty treatment to women. With the 
cooperation of the revolutionary komitehs, such salons were identified throughout Tehran and 
their owners arrested. Their files are being studied. 


Mr Seraj ol-Din Musavi added: With the cooperation of the Tehran General Prosecutor’s Office 
and the Tehran precinct komitehs, centers for the production of hula hoops were identified and 
closed down. At these centers 50,000 hula hoops were found and confiscated. 


He told our correspondent: Some of these production operations earned 50 million tomans a 
month. In view of the fact that the raw materials for these hoops were procured abroad, the 
prevention of their production is a step to preventing the drain of foreign exchange. 


10 Tons Narcotics Discovered 


In conclusion, he told ETTELA’AT’s correspondent: Following the guidance of His Holiness 
Ayatollah al-‘Ozma Montazeri to mobilize people’s forces for the anti-narcotics campaign, two 
caravans of followers of the path of light were stationed at the country’s eastern borders. This 
was very effective. Likewise, revolutionary guard brothers were also mobilized for this purpose in 
the rest of the country’s provinces. In the last two months this has led to the confiscation of 
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9,878,707 kilograms of various kinds of narcotics from death profiteers. Profiteers of death must 
know that revolutionary komiteh forces have been mobilized .9 uproot this impotence-causing 
affliction. Judicial officials throughout the country must view narcotics as a plague against the 
Islamic revolution and as a political matter. 


He said: The new Zahedan Islamic revolutionary court is dealing decisively with this matter, and 
has solved many of our judicial problems in the southeastern part of the country. 
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BHUTTO SPEAKS AT 'FACE THE PRESS' FORUM 


Islamabad THE MUSLIM in English 10 Jul 86 Da, 7 


[Article by Tariq Butt] 


[Text] 


‘RAWALPINDI, July 9: PPP leader 
Miss Benazir Bhutto said here to- 
day that Gen. Zia’s angry denunc- 
iation of her party in his address 
to the Parliament on Tuesday was a 
hollow threat and betrays his 
weakness, 

She told newsmen during the 
‘Face the Press’ forum of the 
Rawalpindi-Islamabad Union of 
Journalists at the Press Club that 
the fact that Zia was ‘burning with 
anger’ showed that ‘he has been 
defeated and we have succeeded’. 
She warned that if he ignored the 
verdict of the ‘Awami referen- 
dum’, for polls in autumn this 
year, he would be committing a ser- 
ious blunder. 

Ms Benazir added, however, 
Tuesday's threats to circumscribe 
her parties’ activities, imprison pol- 
itical workers and use more oppre- 
ssive measures established that 
Gen. Zia believed in terrorising the 
people and was not going to undet- 
stand the ‘message of peace’. 

She said Zia’s allegation that 
the People’s 4 ey not believe in 
democracy as it had never held ele- 
ctions within its party, was totally 
unfounded. Ms Benazir argued 
that elections of the party in Sind 
and Punjab provinces had been al- 
ready completed. ‘‘l am also an 
elected Co-Chairperson”. 

The PPP leader said Gen. Zia 
and his colleagues had become 
very weak and could not counter 

the people's pressure. ‘Now they 
cannot even impose martial law, 
though they hurled threats many @ 
time. " She said the ‘‘usurpers 
days were numbered. 

Ms. Benazir said her “~ = 
untin ressure step by §& 
for mols by this fall. She said the 
August 14 rallies and processions 


would be held down to the level of 


tehsil and they would further 
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reinforce the pressure being exer. 


ted by our workers for elections. 
The ‘Doves of Democracy’ will 
play a significant role during this 


a 

sked how she would be able to 
force rulers to hold elections as de- 
manded by her, Ms Benazir said 
this was people's demand and it 
would not be possible for the rulers 
to ignore it. 

Ms Benazir, wished that the 
MRD and other democratic forces 
join ‘ our struggle’ for polls. ‘There 
‘ no bar on this count from our 
side". However, she asserted that 
People's Party was exerting its 
energies for elections. She hoped 
that the July 23 meeting of the 
Alliance would take further steps to 
intensify the larger struggle for de. 
mocracy. 

To a question she said a strong 
national political party was a 
must to stop the recutring imposit- 
ion of martial law. She recalled 
that the People’s Party came to 
power shortly after its formation 
and the late Bhutto could not de- 
vote too much time to organise it. 
Consequently, the PPP fell victim 
to factionalism and accordingly, 
the workers were confused. 

She said the PPP leaders were in 
a fix to react adequately to the 
imposition of the martial law. 
“Some of them packed their clo- 
thes and went to their homes”. 
She deplored that vested interest 
occupied party offices and no solid 
work was done. There was no 
one to reply the allegations 
levelled by the Jamaat-e-Islami and 
other parties against the PPP. 

Ms Benazir said she had learnt a 
lot from the past and was now ban- 
king on the party's hard core, 
which was remarkably politically 
conscious and had undergone hard- 
ships. 
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“Now I am in a position to ch- 
allenge the usurper”. 

The PPP leader told a reporter 
that she had not met any member 
of the parliament. 

She believed that lawlessness in 
Sind was escalating because of its 
sponsoring by the government. She 
said the only way to stop it was to 
strengthen the elected people down 
to the level of the Local Bodies, 
“A dictator does not care much to 
maintain law and order in the coun- 
try. He loves only power”. 

Ms Benazir promised to scrap 
the Press & Publication Ordinance 
and disband the National Press 
Trust, when her party was voted 
back to power. When she was re 
minded that the late Bhutto also 
made a similar promise and did not 
fulfil, she said she did not know 
the reasons for not doing so. 
However, she wished that had he 
been alive to answer this question. 

She complained that some news 
papers had been punished by the 
overnment for giving coverage to 
er activities since her return 
home on April 10. She said their 
newsprint quota was curtailed 
and governmnet advertisement cut 
down. Ms Benazir urged the press- 
men to struggle for the revival of 
her party's organ ‘Mussawat’. dis- 
banded by a martial law order. She 
said the country's highest authority 
recently visited Lahore and threa- 
tened the pressmen, who wanted to 
republish the paper and said ‘I will 
hang you upside down”. 

















REGIME CRITICIZED FOR LEGISLATION TO 'BAIL OUT’ 





Islamabad THE MUSLIM in English 10 Jul 86 p l 


[Article by Nusrat Javeed] 


[Text] ISLAMABAD, July 9: Opposition 


tried its best to filibuster the appro- 
val of the amendment made by the 
President popularly known as the 
“bailing out’! bill. Government's 
haste is reportedly linked with the 
Prime Minister's visit to the USA. 
Syeda Abida Hussain articulated 
this version in her forceful manner. 
Quoting from Shakespeare she began 
her intervention saying that ‘‘great- 
ness was thrusted upon Muhammad 
Khan Junejo". She alleged that 
the Prime Minister was an artificial 
hot house plant as he was nomina- 
ted from above. She claimed that 
Mr Junejo never contested any 
elections and in 1985 polls he won 
unopposed which always is 
considered a “dubious” winning. ~ 


She vehemently criticised the 
government which she believed 
always proceeded with “indecent 
haste’ to get certain legislation 
passed from the Assembly when- 
ever some “high up is to go to our. 
imperial masters i.e. USA’. When 
the President was going to the 
States in late ‘85 she recalled that 
government hurried to get the 
eighth amendment approved and 
now ‘when the Prime Minister of 
modest political history is going to 
his imperial masters they want us 
to adopt a bill which rescued him 
before law”. But, she said by rais- 
ing her voice, “powers that be must 
realise that it is not the imperial 
USA which could sustain govern- 
ments in Pakistan. It could not 
rescue Raza Shah and it would 
never be able to rescue anybody 
else"’. 

Qazi Abdul Majid Abid, Rai 
Mansab Ali and many other ML. 
activists tried to check Mrs Abida 
but she proved too strong for their 
nerves, Contrary to his cool tempe- 
rament Syed Fakhar Imam was 
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Bon ggeegees too while opposing the 
Bill. 


He regretted that each succe- 
ssive government in the country 
tried to mould law according to its 
convenience. He stressed that 
people of Pakistan had not elected 
present Assemblies to make laws 
which only take care of the 
interests of one individual. "We 
are’’, he shouted, ‘here to make 
legislation obeying the dictates of 
our conscience’. He warned that 
if the present Assembly would keep 
on making laws for the benefit of 


individuals only ‘the storm gather-" 


re outside will wash us away as it 
did with the Assemblies of ‘69 or 
‘77. 

Liaquat. Baluch recalled that 
after a decision of High Court, the 
Justice Minister proudly told the 
Press correspondents that the ver 
dict vindicated his contention that 
no law was required to save the 
Prime Minister from disqualifica- 
tion. In the light of that they 
wondered why the government was 
desperate to get the Presidential 
Ordinance approved by the Assem- 
bly asa bill. 

Though National Assembl 
appeared to be supporting the Bill 
whole-heartedly some fears, expec 


tations and speculations are on in 
view of the lately developed ten- 
sions between Pir Sahib of Pagara 
and the President. Everyone is 
vs whether the tension 
shorten the life of present Assemb- 
lies or lead to some big changes in 
the government. Most of the 
people, however, were confident 
that the tensions were temporary 
and they would be removed as 
happened in the past. 
There are people who ar 

eagerly waiting tHe eet S . 
ossible petition before the 
upreme Court where the decision 
of the Punjab High Court that 
reference against the Prime Minister 
was unnecessary is to be challenged, 


93 


PRIME MINISTER 


PAKISTAN 











ween the army and the bureaucra- 
cy. The higher civil servants felt 
more secure and were content with 
their share in decision making. 

Gen, Zia disproved the assum. 
ption that his power base had be- 
come increasingly narrow, The 
army has remained firmly behind 
him, despite the gradual elimination 
of the top brass including the 
original members of the ‘Club’, The 
bureaucracy gave him its loyal 
—) Industrialists, despite their 
public grumbling.thatthe govern- 
ment did not announce a definite 
labour policy, had their interests 
tied with the system. The ulema, 
regardless of their party affiliations 
would have, by and large © suppor- 
ted, the regime, if the choice was 
between Gen Zia and the Bhutto 
family. 


Gen. Zia seems to have learnt 
two basic lessons, which have 
helped him to avoid making the 
mistakes of his predecessors. Un- 
like Ayub Khan, he has not de- 
linked himself from the army and 
despite the creation of a civilian 
order has retained the position of 
Chief of the Army Staff, Secondly 
he has single-mindedly pursued the 
objective of consolidating his polli- 


tical power at home instead of suc- 
cumbing to the temptation of ear- 
ning the image of a national hero 
by getting involved in foreign ad- 
ventures, He knows that a military 
regime cannot afford to fight on 
two fronts at the same time, and a 
military fiasco would inevitably 
lead to domestic destabilisation. 

During his nine-years of ‘bene- 
volent dictatorship’, Gen Ziaul Haq 
had smooth sailing, despite many 
ups and downs jn the political cli- 
mate. The 1983 MRD agitation in 
Sind, the Shia protest in Islamabad 
and the spontaneous anti-American 
upsurge which resulted in the bur- 
ning of the US Embassy, were rude 
shocks to the establishment, but 
each time the situation was skilfully 
handled and prevented from deve- 
loping into a prolonged confron- 
tation. ‘Thereferendum * was a 
flasco and a temporary set back to 
Gen. Zia's personal prestige, but 
the non-party polls were a signi- 
ficant success which enabled him 
to redeem his position and re- 
assert his authority. 
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NO SERIOUS THREAT 





Though everything does not 
seem to have happened strictly in 
accordance withthe regime's plan of 
‘transfer of power’, the new civilian 
order does not pose any serious 
threat to the authority of Gen, 
Ziaul Haq or the political role of 
the armed forces. The Benazir wave 

erceived by many as a potential 
pombshell has so far made no dents 
in the establishment, Her first 
round has been handled by the 
regime with skill and poise and so 
long as she does not succeed in 
arousing a mass upsurge,the regime 
need not worry about mass gather- 
ings and protest marches. 

Gen. Ziaul Haq is neither doc: 
trinaire nor an institution builder. 
His Islamisation campaign was essen- 
tially a facade for the rationalisa- 
tion of authoritarian policies and 
for eh the radical rheto- 
ric of the PPP. His aversion to poli- 
tical parties and independent 
representative institutions reflects 
his desire to rule arbitrarily without 
wit; accountable to anybody. 
Though he has emerged as a trust- 
worthy ally of the Western Bloc, 
his pro-U.S, posture in foreign rela- 
tions cannot be taken for granted 
for all times. As long aa the Ameri- 
cans are willing to pursue policies 
which help him stay in power, he 
will remain their friend, but if they 
want to switch their patronage, he 
is quite capable of making over- 
tures to the rival superpower, 

To many he is in an enigmatic 
person, who never shows his real 
self and whose pronouncements 
cannot be taken at face value, but 
being an accomplished politician, 
his primary objective has always 
been to survive in — regardless 
of the morality of broken pledges 
and cancelled announcements. In 
the tenth summer of his political 
career Gen, Ziaul Haq appears to 
be still in charge and confident, 
much more so than in July, 1977, 
He is not a popular hero and per- 
haps never will be, but he may turn 
out to be the longest serving head 
of state in Pakistan's history. 
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APPREHENSION EXPRESSED OVER CRIME IN SIND, NWFP 
Lahore NAWA-I-WAQT in Urdu 15 Jun 86 p 2 
[Editorial: "Subversive Elements Active in Sind and NWFP"] 


[Text] In a federal cabinet meeting held recently, ways to effectively curb 
violence and robbers in Sind were discussed while reviewing law and order in 
the country. News reports did not identify what measures were decided upon, 
but it is clearly evident the situation created by robbers and other sub- 
versive elements in Sind is very grave. It is obvious that extraordinary 
steps are needed to cope with this situation. 


In connection with precautionary measures to stop bombings and other destruc- 
tive activities, it was earlier said that a special police force had been 
established in NWFP. Jahangir Khan, chief minister of NWFP, had announced in 
a television interview that these measures would be very effective in curbing 
violence in the province. In Sind, they had increased their police force and 
had started to use Rangers and other police units. 


Some day we will learn what measures to counter these criminal activities were 
agreed upon in the federal cabinet meeting. What we are learning right now 

is that 200 million rupees were paid to criminals from the government treasury 
as ransom to free some kidnapped government employees. This was disclosed by 
Mian Tufail Mohammad of Jamaat-e Islami (JI). Qazi Husien Ahmad, secretary 
general of JI, recently revealed in a speech at an Id party that several 
important people are protecting these criminals. These accusations will con- 
tinue to increase if the government does not succeed in alleviating this 
problem. 


Sayyed Ghaush Ali Shah, chief minister of Sind, announced that the rumors and 
news reports about an emergency government in Sind to control criminal activ- 
ities are false. However, in a recent interview he also had said that should 
the civilian government fail to significantly control these robbers, other 
alternatives will be considered. He said that he was not aware of any govern- 
ment official's involvement with robbers and assured that any person, regard- 
less of his position or status, found to be protecting these criminals would 
be strictly dealt with. Robbery, mugging, and other serious crimes are taking 
place all over the country and it is a matter of great concern that modern 
weapons are being used by these robbers and that a large number of young men 
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belonging to wealthy families have also joined these gangs. This is a new 
and very dangerous development in the world of crime and calls for immediate 
action. In Sind and NWFP, it is pure terrorist activities instead of simple 
robberies. In NWFP we cannot overlook the trained mujahidin from Afghanistan 
who are actively opposing the Soviet invasion of their country. This is an 
extraordinary situation and calls for extraordinary measures. In Sind, the 
robber situation is not only complicated but very serious. Only the govern- 
ment officials know how far Mian Tufail Mohammad and Qazi Hussien Ahmad's 
accusations about payment of ransom from the government treasury and involve- 
ment of important people with the robbers are true. We cannot, however, 
ignore the extremely grave situation caused by robbers in NWFP and Sind. Two 
months ago, more than 30 criminals sentenced to die were "freed" from Sukkur 
jail. This was the first incident of this kind since this country was estab- 
lished. The provincial government worked hard to catch those "brave" people 
who "freed" those criminals and offered hundreds of thousand rupees in 
rewards for information leading to arrest of these people. Not one of these 
criminals has been identified to this date. 


Instead, activities of robbers have increased dramatically! Against this 
background, extraordinary efforts to curb robbery in Sind and terrorism in 
NWFP are understandable and necessary. All governemnts, especially elected 
governments, must take measure to protect the lives and property of its 
Citizens. In addition to protecting the citizens, the government must take 
strict action to eradicate these criminals. It should also investigate the 
accusation that some important government officials are protecting these _ 
criminals and terrorists. Regardless of how well these robbers are hiding 
in the jungles and marshes of Sind, our government is able to destroy them 
with the resources available to it. The sooner our government eliminates 
Criminal activities of robbers in the five or six districts of Sind, the 
better it will be for the citizens who consider the government their pro- 
tector. 
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MRD, PPP APPEAR DIVIDED ON POLITICAL CONFRONTATION 
Lahore NAWA-I-WAQT in Urdu 16 Jun 86 p 2 
[Editorial: "Confrontation Will Not Help the Country"] 


[Text] Khawaja Khairudin, convenor of the MRD and a prominent leader of the 
Muslim League, told newsmen in Karachi that the meeting of the central com- 
mittee of this coalition group to be held on 19-20 June in Islamabad is going 
to be very important. He also said that President Ziaul Haq should arrange 
for elections based on the 1973 constitution. He believes that this step is 
necessary to save the country from a catastrophe. Expressing his own opinion, 
he added that any kind of confrontation with the government at this point 
would hurt our nation. 


The 19-20 June meeting of the MRD's central committee is very important 
because the future of the coalition will be decided upon. We will know 
whether it will fall prey to internal strife or maintain its unity. Another 
important aspect would be the number of high ranking party officials attending 
this meeting. Khawaja Khairudin has expressed the hope that retired Air 
Marshal Asghar Khan, leader of Tehriq-e Istiqlal, will attend this meeting as 
he promised on the phone a few days ago. The real problem, however, is that 
the PPP [Pakistan Peoples Party] is the largest party in the MRD. Khawaja 
Sahib has expressed his opinion about its leader, Miss Benazir Bhutto, in 
some newspapers. According to him, "She has told us what she thinks." 
Explaining further, he said that he and other MRD members desire to retain 
the coalition. Every desire has a time for fulfillment. We do not have to 
waste time making assumptions since 19 June is not very far off. 


There are many people who agree with Khawaja Sahib about not confronting the 
government. Even though it is his personal opinion, other political leaders 
have expressed agreement with him. We can ask what Khawaja Sahib's political 
position is. He is a leader of a temporary (and strife-ridden) group and is 
rumored to be in cahoots with the government. They are even talking about 
removing him as the MRD general secretary. If we dig further, we could ask 
what political clout the MRD has. Air Marshal Asghar Khan has been flying 
solo for the last few months. Miss Bhutto, upon her return from abroad, 
decided to run the PPP in her own way. All this did not leave much in the 
MRD. Supporters of Khawaja Sahib can make excuses that he is the same person 


98 

















who was elected as secretary general of this coalition. Later, he was asked 
to become the central convenor when Jamiat-e Ulema-e Islam (Fazalur Rehman 
Group) refused to take this responsibility. 


All these aspects are related to internal and administrative problems within 
the MRD. We will learn more about these during the 19-20 June meeting of its 
central committee. Therefore, we will give appropriate weight to Khawaja 
Sahib's announcement that any confrontation with the government is not good 
for the nation. Obviously, he expressed this "personal" opinion in the 
context of the PPP's call for meetings and rallies all over the country on 

5 July in order to pressure the government to hold elections on a party basis 
this fall. The decision on whether other member parties of the MRD will join 
the PPP in this campaign will be made during the 19-20 June meeting. Rana 
Mohammad Arshad Khan, joint secretary of Tehriq-e Istiqlal, has commented that 
the 5 July demonstrations are a personal show by the PPP. He added that the 
MRD has nothing to do with it and, therefore, Tehriq-e Istiqlal will not 
participate in it. According to him, the PPP under the leadership of Benazir 
Bhutto is damaging the greater cause represented by the MRD. Benazir Bhutto 
has succeeded in causing strife in the MRD--a task which the government 
failed to accomplish for the last 5 years! Viewpoints of other parties in the 
MRD will not be a secret for long. It is apparent that the 5 July campaign 
will belong to the PPP and not the MRD. In other words, the opposition out- 
side the legislative bodies will fail to keep unity within its ranks and this 
is the fear that prompted Khawaja Khairudin to state that any confrontation 
with the government at this point would be unhealthy for the nation. Even if 
the MRD and the PPP do not part ways, the present state of affairs in the 
country and danger from abroad do not permit any political confrontation. 
Peace, harmony, and unity are prerequisites to national prosperity and develop- 
ment. In their absence, a nation gets hurt. 
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FINANCE MINISTER DISCUSSES VARIOUS ECONOMIC ISSUES 
Paris LE MONDE in French 28 Jun 86 p 4 
[Article by Paul Fabra and Francoise Crouigneau] 


[Text] One does not commonly hear any the minister of finance of any country, 
in the Third World or anywhere else, admit openly that “the rekindling of the 
inflationary flame is entirely due to the recent increase in public 
expenditures.” And, since we asked him to expand on his thinking, Mr Ronnie 
de Mel, who has been the minister of finance in Sri Lanka for 9 months, 
corrected his statement. “Rather, it is due to the method of financing-- 
coverage of a part of the public debt by the currency-issuing institute.” 


This is not usual for two reasons. The first is that such honesty is not 
customary in a politician, and the second is that a very small number of 
ministers of finance throughout the world are capable of establishing the 
cause and effect relationship so clearly. It is true that Mr de Mel, who is 
still a young man, has achieved remarkable results. In 1980, prices in Sri 
Lanka went up 35 percent. In 1984, the progression was still 16.3 percent. 
In 1985, inflation had practically disappeared, with an increase of only 1.3 
percent. “In fact, we brought inflation down to zero,” the minister said, 
"but it has climbed again since then to about 6 percent, and we hope to 
contain it at 9 percent for the year 1986 as a whole.” Here is additional 
proof, if such is needed, that inflation is a domestic phenomenon, 


Rich Experience 


Nonetheless, Sri Lanka, like other countries, is “benefiting” from the drop 
in the price of oil and other products it must import in large quantities. 
But some of the figures quoted by the minister may perhaps give a clearer 
picture of the tensions and dangers involved. “The interest rate offered 
depositors was 16 percent last year, and it has nowbeen reduced to 12 percent” 
(despite the advance of inflation). 


It would be useful to recall that Sri Lanka, although it has only been 
independent since 1948, has already acquired rich experience in this sector, 
not only in the negative sense of having had high rates of inflation, but also 
more positively, in that it has maintained more or less total stability so 
early in its existence. This was largely thanks to the actions of a 
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remarkable American expert, Mr John Exter (who previously, in the postwar 
period, held an important post in the Federal Reserve system), who was 
entrusted with the establishment of the Central Bank of Ceylon. 


When he arrived in the country, it had innumerable controls which were 
designed, but failed, to prevent the flight of capital, while inflation raged. 
He established rapid remedies for these disorders, The operational rules he 
imposed on the Central Bank were simple. It was forbidden to purchase the 
credit documents issued by local debtors, beginning with the state, except in 
very limited quantities and on a temporary basis. 


"The tragedy lies in the increase in military expenditures,” Mr de Mel told 
us. They total 10 billion rupees today, three times the figure 2 years ago. 
In 1977, the defense budget accounted for only 1 to 2 percent of the budget. 
It has increased to 15 percent this year. Less than 2 years ago, the total 
number of men-at-arms, including the police and the army, was no more than 
15,000. The figure has now become 25,000.” 


By comparison, the expenditures on to the notorious but rather ineffective 
food aid program seem modest. It is costing about 2,500,000,000 rupees, or 
the equivalent of a little less than $100 million. The criticisms made of 
this program, Mr de Mel explained, are justified. “Half the population 
benefits from it, that is to say about 7.5 million individuals. We would like 
to reduce this figure to 5 million, the purpose being both to increase 
allocations and to restrict the program to those who truly need it.” Through 
the distribution of special allocations, the beneficiaries can obtain rice, 
lentils, dried fish and oil--in short, goods of first necessity. 


Between 1978 and 1985, the country had an average rate of growth of 5.8 
percent. Prior to the rebellion, the rate was 6 percent. "We have been able 
to keep it to 5 percent, despite the troubles,” Mr de Mel explained, “and we 
think we can maintain this same percentage in 1986. For the period between 
1986 and 1990, we plan an average rate of increase of 4.4 percent. 
Unfortunately, this progress will not suffice to provide the entire population 
with work.” The percentage of unemployed persons has been decreasing for 
several years. According to the official figures, it has been reduced from 35 
percent to around 13 percent. 


In what direction are the government actions moving? Mr de Mel provided an 
answer for the economic and financial sector. “While we are continuing our 
liberalization efforts, particularly in removing many price controls, already 
much reduced, our intention is to attack the bureaucracy and the proliferation 
of various ministerial agencies. Simultaneously, we are continuing our 
efforts to make the customs duties more rational.” 


In the short run, the main thrust indeed has to do with the reduction in the 
budget deficit demanded by the international financial institutions. Mr de 
Mel, moreover, harbors no illusions in this connection. While he plans to 
reduce the budget deficit from 14 percent to 8 percent in 1986, he immediately 
explains that “everything will depend on the military expenditures.” 
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Ceylon is no exception to the rule. The weight of public expenditures there, 
even apart from the armed forces budget, seems excessive. 


For example, public investment accounts for 55 percent of the total national 
investments. The goal is to reduce this proportion. The private sector will 
henceforth benefit from an infrastructure far better than that which existed a 
decade or so ago. 


Mr de Mel came to Paris to negotiate the allocation of a credit package of 
some $700 million frow the consortium for aid to Sri Lanka, organized under 
the sponsorship of the World Bank. This is long-term aid (from 30 to 50 
years) at a very low rate of interest (from 1 percent to 4 percent). The main 
donor countries are, in order, Japan, Germany, Great Britain, France, and the 
United States, the contribution of which is down this year (but, it is true, 
is accompanied by a particularly low interest rate). "The importance 
Washington assigns to Sri Lanka in its strategy unfortunately has nothing to 
do with that the Americans assign to Israel and Egypt. 


“The decline of 30 percent in the price of tea last year and the reduction in 
the number of tourists from 450,000 to 300,000, although we have never been 
like Italy, explain the increase in our foreign deficit,” the minister of 
finance argued. He then went on to add: “We are seeking to diversify exports 
by giving priority in particular to foreign investments, through the 
establishment of free zones or by other means. Before the troubles, some 450 
investment projects were planned. The number has declined, but we are still 
receiving about 10 proposals every month.” 
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SRI LANKA 


PROSPECTS FOR ACHIEVING PEACE SEEN AS POOR 


Paris LE MONDE in French 28 Jun 86 p 1 


[Text] The blind massacres and repr'3als which have been for months the 
fabric of the civil war being waged in Sri Lanka have thus far resulted in the 
collapse of the negotiations between the representatives of the Singhalese 
majority, which is in power in Colombo, and the representatives of the Tamil 
minority, which is to be found above all in the northern and eastern parts of 
the island. However, neighboring India seems to have made every effort to 
reestablish calm in the former nation of Ceylon, which was noted in the past 
for its calm way of life. 


The chief of state in Sri Lanka has just decided to put forth a “peace plan" 
instead of plunging once again into fruitless negotiations with the Tamil 
insurgents, whose demands range from a large degree of autonomy for their 
regions to independence pure and simple. President Jayewardene, who has been 
in power for 9 years, has made it very clear that he is determined to 
implement his proposed political settlement, whatever happens, and he has 
invited his interlocutors to endorse it between now and 15 August. 


The proposals, inspired by the Indian federal system, are based on the 
establishment of two different provincial councils for the northern and 
eastern parts of the island, with the strategic port of Trincomalee remaining 
under the direct jurisdiction of Colomvo. Each provided with a “chief 
minister,” and with a local government elected by universal suffrage, the 
councils would each have the authority to manage the economy and the 
administration and to determine cultural policy and each would recruit its 
own police force. 


However, the central government in Colombo reserves for itself the right to 
intervene in the event of disorder, as the authorities in New Delhi have done 
in India. Sri Lanka would decentralize, while retaining its united nature. 
According to President Jayewardene, this proposal, which was presented on 
Wednesday, 25 June, in the course of a multiparty conference held in Colombo, 
represents a "minimal, and not maximal, offer.” The president has taken a 
firm stand regarding the armed rebellion which has prevailed for 3 years in 
the Tamil regions in the northern and eastern parts of the country, stating 
that the government will continue military efforts until order is 
reestablished. But he has also foreseen the possibility of withdrawing the 


103 




















army from the regions involved if the Tamil militants will lay down their 
weapons. He has even added that he would then be prepared to meet with the 
leaders of the rebellion. 


Denouncing the methods of the Tamil extremists at the round table, President 
Jayewardene made an attempt, by setting forth proposals deemed “practicable” 
by New Delhi, to isolate them from the moderates, inviting the latter to make 
a “careful” study of a proposal with regard to which they have for the time 
being voiced only one major reservation--the administrative separation of the 
northern and eastern parts of the island. 


But what else could the president of Sri Lanka propose without agreeing to the 
dismantling of the state of which he is the highest official? Colombo still 
has the support of a number of countries, which are providing it with generous 
economic aid. The tragedy of which this former tourist paradise has been the 
scene has led only to death-~-already nearly 2,000 victims--and hatred and 
ruin, without a glimpse of the slightest reasonable sclution. Without a 
doubt, President Jayewardene has committed errors in allowing the situation to 
deteriorate rapidly. But better late than never. What he proposes today 
merits attention and revives hope, however fragile it may be. 


5157 
CS0:4619/66 END 


104 




















